LZ6L ‘Oe ounr 
pepusa sujuow xis ay) 104 


SJOpjOysIeUuS 


0} Wodey 


VGVNVO ‘OSGSND ‘912 IWAYLNOW ‘3YvNOS LNNOWLS3M 3NO__ 


Ca.LIAII . 


| Td ET 


‘(saqand) 
QLz [eatjuOop, ‘adenbs juUNnOW}saM 
‘uQ ‘pa}Imiy ooulrg ‘sanbijqnd suor} 


-B[ay Sap adIAJas np seidne j1oddeil a9 ap 
steduedy aiiejdulaxa un Jiua}qo jned uC 


LZ6E ‘22 Aqn{ 
‘Qaqan() ‘[ear} UOJ 


‘ainjuaa jurtol ay} UI 
ysarajut Ajiiofew e ploy [[IM XaUlIg ‘ayeyT [eas 
UO palajuad IOpeIgey] JO uorsaI aTlul-arenbs-go¢ 
eB UIY]IM SSUIMOYS [e}aW aseq JO UOTesI\SaAutI 
BAISUB}JUI Ue IOJ UOTWeIOdIOD [aa1g WayYalyjeg 
YIM ainjuaa jurof e OUI patajua sey xaulIg 


xaulig 


‘UOTJONpa SITY} 0} S10}OeJ SUTJNQII}UOD UTeUI 
9y} alam apeis peay Jaddoo JamMo[ & pue ‘aUuljy 
yoeg sayeuM ey} je axI}]S YJUOW-auo ay} Jo 
}[Nsel ay} Se pal[Iul suo} Jama} ‘OZ6T UeY} Jamo] 
punod gad sjuao QZ paseiaae yorym sadrid 
zaddoy ‘OZ6L JO asou} Moyeq AT[eNWUue\sqns aq 0} 
anuuod sa}jeijuaou0D Jaddoo jo sajes se ‘O/6L 


OFUV 


(19240 panuljuod) 
Ul poled aules ay} IOF OOO'SET'TY Fo yiyoid jau e 


0} pareduioo SB 000'9P9$ SEM TZEL ‘OF aun{ pepua 
SYJUOW XIS 3Y} JO} SSOT }aU pa}epl[osuod ayy, 


s}[Nsay [eIIueUly OOUTIg 


ES 
WuOjal Xe} ay} UI pa}dope usaq sey s[esodoid 
asay} JO Jey}eN ‘sayyn ognd jo siappoyareys 
0} peluap aq S}Ipaio xe} Jey} UOTISassns sy} YIM 
paurlquiod saxe} [euOsiad pue a}e10di09 a}e189}Ut 
0} [esodoid sadeg a}ty\ AY} JO Jno asoue satued 
-WI09 3Y} peusaDu0D YoIYM sweqoid sJofew ay, 


‘OO'THO 
IO OOUIIG JOF suOT}eOT]dWII asIaApe SNOIas aAey 


0} geadde jou saop [Iq UWMOojJal xe} S,juauIUIa 
-AO*) [e19paJy ay} Jey} Woda 0} paseayd aie ay 


UOTEISIS9'] WIOJaY Xe], JUBUIUIBAOY [e1apIy 


‘2961 ‘ZT Ajai 
uo dwey ureyy }e JUaWdojaAap s{[ey [[Tyomnyy 
ay} peyeinsneul A][eIoIJJo poomy][eug Jawad 
Jajje sieaf inoj jsowye play seM YONsSqgo'y 
ye AuOWsIID ayy, ‘satu arenbs Qoz‘z Aja}eull 
-xoidde ‘pjiom ay} Ul aye] apeul-ueW jsasie] 
pity} ay} JO UOT}eaID — }UAAd SITY} 9}eIOWSWIUIOD 
[[IM aunjonajs [O1jUOD YOIsqoT ay} UO pa}uNoUr 
anbejd azuoiq Y ‘Jouoy sty ul paureu Ajjuanbas 
-qns ‘IIOAJasay poomyjewWs ey} BUTI} urseq 
0} aINjONI}s [OIJUOD YOISGgOT ay} Jo sajes ay} 
pasojo ‘Iopeiqey] pue pue[punoyMayn jo Jaelulalg 
‘poomyewms “y ydaso[ ‘uoyy ay} ‘TZ6L ‘Tt A[n[ uC 


‘UOT[IW GgGd JO anjeA a}e3aI198e UP YIM $}9eI]U0 
Opt Ajayewrtxoidde sullaquinu ‘papreme wuasaeaq 
MOU 9APY $}9eI}UOD [[e JO }Uad Jad Q6 pue ajaTd 
-woo jus sad gg Ajayewrxoidde st joaloig ayy, 


‘J99} 008'9 Jo 
g0ue}sIp e BuluUeds YoRa ‘sI0}ONpUOd-qns [eNpIA 
-IPUI 9§ JO [e}O} & BUTA[OAUT ‘SaUI] UO[SsTuUsUeI} 


F261 91 INV 


; AUG 16 1974 


The change in the name of the Company from 
British Newfoundland Corporation Limited to 
Brinco Limited which was approved by Share- 
holders at the last Annual Meeting, became 
effective on June 30, 1971. 


Churchill Falls (Labrador) Corporation Limited 


$541.3 million has been expended on the Project 
to June 30, 1971 with total expenditures to 
December 31, 1971 now forecast to be $625.2 
million. As in the past, funds to meet these ex- 
penditures will continue to be provided from 
scheduled drawdowns under the First Mortgage 
Bond Purchase Agreement. 


All construction programs are progressing satis- 
factorily. A contract for the Gabbro control 
structure was awarded in.May and construction 
is now underway. The dyke construction pro- 
gram is progressing well and the filling of the 
main reservoir has commenced. Installation of 
gates and trash racks at the intake is proceeding. 


In the powerhouse, installation of turbines 1 
and 2 has been completed and the scroll cases 
of turbines 3 and 4 have been embedded in 
concrete. The generator stators for units 1 and 2 
are in place and final assembly of the generators 
is proceeding, concurrently with the installation 
of electrical control cables and systems. Two 
of the 550 MVA transformers have been moved 
into position underground. 


With the installation of the tailrace tunnel stop- 
log handling system, work in the surge chamber 
is now complete. The tailrace portal structure is 
nearing completion and preparations are being 
made to remove the cofferdam and flood the tun- 
nels by October 1. 


The stringing of the conductor across the Chur- 
chill River has been completed for the three 


Brinco 


LIMITED and WHOLLY OWNED SUBSIDIARY 


Consolidated Statement of Earnings and 


Retained Earnings for the six months 
ended June 30 


Sales: 


Sales of copper concentrates 
Other salesin5 scare ees 


Operating and administrative 
OXPenSes es ahaee pi estes 


Depreciation and preproduction 
expenditures written off .... 


Exploration expenditures ...... 


Mining, taxes c.aniennarp eos 


Operating profit (loss) 
forthe Period. aac. -se5% 


Income from investments ..... 


Equity in net earnings of 
unconsolidated subsidiary ... 


Earnings before income taxes 
and extraordinary items ..... 


Provision for income taxes . 


Earnings before extraordinary 
TPCT Ge Tepe ian enone es 


Reduction in income taxes due 
to loss carry forward ....... 


Net earnings (loss) for 
thes period: sont ees 


$ Thousands 

1971 1970 
$ 1,627 $ 3,649 
14 8 
1,641 3,657 
1,864 1,788 
566 651 
249 424 
rae 83 
2,679 2,946 
(1,038) wala 
249 284 
(789) 995 
143 140 
(646) 1,135 
11 7 
(657) 1,128 
11 7 
(646) 1,135 


Consolidated Statement of Source and 
Application of Funds for the six months 


ended June 30 


(subject to year-end audit and adjustments) 


Source of funds: 


From current operations: 


Net earnings (loss) before 
equity in net earnings of 
unconsolidated subsidiary 


Depreciation and pre- 
production expenditures 
WW NIULG ISO eee en ae is hrc: 


Application of Funds: 


Expenditures on Lower 
Churchill River project . 


Expenditures on natural 
resources, rights and 
CONCESSIONS ence 


Land, buildings and 
equipment ——net4e.. a 
Increase (decrease) in 
working capital in cs< eos 
Working capital 


Janwaryd 0. tiyctehoceonas 
JUesS ONE a seer 


* Adjustments of accrual at December 31, 1969 


7,387 


$ Thousands 
1971 1970 
$ (789) $ 995 
566 651 
(223) 1,646 
151 417 
(72) 2,063 

345 (19) * 

201 — 
58 70 
604 51 
(676) 2,012 
8,063 6,669 
8,681 


The accompanying note is an integral part of the above consolidated statement of earnings and retained earnings and consolidated statement of 


source and application of funds and should be read in conjunction therewith. 


The accounts are presented on the basis whereby the consolidated financial statements of Brinco Limited include the accounts of its wholly 
owned subsidiary British Newfoundland Exploration Limited (‘‘Brinex’’) with the investment in Churchill Falls (Labrador) Corporation Limited 


included on an equity basis. 


Brinco 
LIMITED 


ONE WESTMOUNT SQUARE, MONTREAL 216, QUEBEC, CANADA TELEPHONE (514) 931-7331 


AR30 


December 20, 1971 


DEC 22 4974 


Dear Shareholder: 


A few days ago Brinco's subsidiary, Churchill 
Falls (Labrador) Corporation Limited, announced that power 
was being delivered on a regular basis from the first of the 
eleven turbine-generator units at the Churchill Falls hydro- 
electric station into Hydro-Quebec's transmission and dis- 
tribution network. 


Shortly thereafter, the second giant unit capable 
of generating a further 648,000 horsepower, was placed in 
service. 


First delivery of electricity under the power 
contract is required on May 1, 1972. Thus, all of us associated 
with this great Canadian project are understandably proud of 
the outstanding achievement of the people who have brought it 
to this stage. 


Work on what is still the largest civil undertaking 
on the North American continent began nearly five years ago. 
Since then thousands of men and women have contributed to the 
success of the project, not the least of these being our share- 
holders who have demonstrated their confidence in the Company 
over the years. 


Best wishes for the Christmas season. 


Yours ‘sincerely, 


Uf gee | 


W.D. Mulholland, 
President 
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PROGRESS AND THE ENVIRONMENT 


By WILLIAM D. MULHOLLAND 
President and Chief Executive Officer 
Brinco Limited and 
Churchill Falls (Labrador) Corporation Limited 


From an address by Mr. Mulholland 
to the Rotary Club of Vancouver, B.C. on Tuesday, October 19, 1971 


It must be obvious to nearly everybody that 
Canada is going to go on developing economically 
and industrially, and that some of the develop- 
ment is necessarily going to take place in areas 
to which man has not set his hand since the 
world was created. 


Many people appear to believe that we are 
caught in a choice between the old fashioned 
booster philosophy of progress for its own sake, 
on the one hand, or joining the “stop every- 
thing’? movement, on the other hand. 


I do not see these as the only alternatives. 


I am wholeheartedly in sympathy with those who 
are concerned with the conservation of our 
environmental resources and even, in some 
instances, with their complete preservation. 
However, most of us, I would say, are at least as 
anxious to eradicate poverty, disease, ignorance 
and strife; and unless we continue to create new 
wealth and see that it is equitably distributed the 
achievement of these goals will never be closer 
than a dream. We are first interested in the 
progress and well-being of our fellow men and 
we know that it is not going to be possible to 
make that progress without changing our 
environment to some extent. People do still 
matter; and their aspirations can be an immensely 
powerful force — hopefully a force for good. 


Change need not always be for the worse. Rather 
than presenting a choice between two rather 
drastic alternatives, I suggest that it is more 
constructive to encourage the formulation of new 
attitudes toward an activity that has been going 
on for hundreds of years, essentially unchanged. 
The old pioneer’s approach was to take over the 
land and master it. He felt somehow that he had 
to gain dominion over the earth. He felt, if you 
like, a biblical imperative: to push back the 
wilderness and to set the hand of man and the 
marks of civilization on the wild land. 


Today we are beginning to see things a little 
differently. I think it likely that the same 
economic might, technological expertise and 
social organizations that have been built up for 
development can serve as the means for sensing 
the constraints of environment as well as 
satisfying the needs of our people, and for 
adjusting man’s relationship with his environment 
so as to maintain a healthy and productive 
equilibrium. In this, as in so many things, 
balance and judgment are sorely needed. The 
intemperance and hysteria which unfortunately 
often mars discussions of these important issues 
does poor service in the quest for sensible 
answers. 


Knowledge is also needed, as much by those who 
would protect our environment as by those who 
are busy changing it. Good intentions are not yet 
an adequate substitute for solid, painstaking 
research. There is no doubt that our knowledge 
is woefully inadequate; this will only be correct- 
ed, in time, by serious, diligent research and 
study, much of it in the field monitoring 
long-term research programs. As has been noted 
many times, we live in an age of specialization. 
Nowhere is this modern trend more evident than 
in the life sciences. Sooner or later the academic 
world must give greater recognition to the 
inter-relationship of what now appears to be an 
arbitrary delineation of scientific disciplinés. We 
badly need scientists with a much broader 
outlook than that engendered by traditional 
scientific specialization. 


A much expanded effort at data collection and 
scientific observation on a regional basis over an 
extended period of time is also indicated if any 
serious effort is to be made at assessing environ- 
mental impact. In many cases such assessments 
can only be speculative in the absence of 
accurate, comprehensive base line data. Needless 
to say, one takes on a heavy responsibility when 
one renders judgment in such circumstances. 


Society can at times be quite capricious. Not so 
long ago it rather tended to take nature for 
granted. So much so in fact that ignorance, in 
environmental terms, was readily forgiven by 
indulgent public opinion. Even the most wanton 
behavior in this regard tended to excite little 
interest and, unfortunately, the record contains 
some pretty outrageous examples. In these days 
of heightened public consciousness — and 
conscience — this kind of problem is fast 
disappearing, and none too soon. There remain, 
however, many complex, subtle environmental 
issues which until recently had not even been 
identified as issues. At times a key question, 
which may or may not be recognized as such, is 
“what is the environment? ” In terms relevant to 
a contemplated activity it is not always easy to 
identify, much less to measure, environmental 
characteristics. However, assuming these diff- 
iculties to be overcome, a judgment may still be 
an elusive goal. 


From ignoring nature, we have now in a short 
time come full circle and patronize her. While we 
now have the economic and technical capacity to 
make very extensive and intensive impacts upon 
the environment, the changes which one can 
bring about are far more modest in scale, for the 
most part, than those of which nature is capable. 
With great regularity these ““Acts of God” occur 
with frightful human and environmental con- 
sequences. Thus far, the environment has stood 
up remarkably well to these onslaughts. Some- 
times we are perhaps prone to overlook its 
inherent recuperative powers and underestimate 
its tremendous built-in capacity for adaptability. 
None of which is an excuse, of course, for 
human abuse of the environment. But it does 
help to have a perspective and not to lose sight 
of the ecological forest for the trees. 


In Labrador, a number of obvious potential 
environmental effects of the Churchill Falls 
Project were identified at an early stage and steps 
taken to deal with them; these have by and large 
failed to produce either surprises or problems. 
Although the Project is in a remote location and, 
consequently, visitors are limited, we have since 
inception of the Project followed a policy of 
permitting access to the Project by members of 
the working press. This open door policy, I am 
convinced, helps us to avoid “environmental 
problems” since any newsman can visit the site 
and see for himself what we are doing. By the 
same token we try, within the practical limit- 
ations to which we are subject, to accommodate 
bona fide scientific investigations. We do attempt 
through the agency of our own scientific advisor 
to screen research proposals for scientific merit. 


Additionally, we have carried out a number of 
investigations designed to inform ourselves of 
possible environmental effects. The most 
interesting and probably most useful is a program 
which will continue over several years and is 
designed to provide basic scientific data collected 
throughout the Project area from which it is 
hoped conclusions can be drawn as to the 
long-term effects of the Project upon the region. 
In the future, scientists using this data will have 
had the benefit of a gigantic environmental 
laboratory. We are told that no one has ever 
attempted such a program before. As I indicated 
earlier, there is a real need for greater knowledge 
in this area. While we do not pretend for a 
moment to have all the answers, we shall at least 
have contributed to advancing our understanding 
of these subjects. 


One of the useful ends which greater knowledge 
can serve will be a reduction in controversy. 
First; in achieving a higher level of common 
agreement upon environmental issues and, second, 
by changing the reactive nature of much of the 
environmental concern. 


No one wishes to spend time and money on a 
proposed development only to encounter 
unexpected opposition upon environmental 
grounds when matters are well advanced. 
Unfortunately, this is a fairly common experience 
today. Perhaps even more to the point, is it 
realistic in these times of economic and social 
distress to expect a government to veto a 
job-producing project upon environmental grounds 
short of catastrophic, particularly in the absence 
of solid documentation? 


Environmentalists and conservationists do their 
cause great harm, in my opinion, by opposing 
developments.upon poorly researched grounds 
and by failing to exploit vigorously the positive 
avenues open to them. I think this moment of. 
high public consciousness of environmental 
considerations is much too valuable to waste in 
dramatic confrontations and emotional out- 
pourings, as satisfying as they may be to those 
so engaged. 


This is a time for developing useful and realistic 
environmental standards for many different kinds 
of activities: for education, for institutionalizing 
reasonable environmental protections and, most 
of all, for constructive leadership rather than 
opposition. Industry is moving much faster in its 
response to public concern than is generally 
realized. It would be a serious mistake for 
anyone to fail to recognize this trend and 
respond accordingly. 
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Brinco 


LIMITED 


NOTICE 


of Annual General Meeting 


NOTICE is hereby given that the Annual General Meeting of Brinco Limited (the “Company”) will be held in 
the Salon Duluth of the Queen Elizabeth Hotel, Dorchester Boulevard West, Montreal, Quebec, at 11:00 a.m. 
(Eastern Standard Time), on Thursday, April 20, 1972 for the following purposes: 


1. To consider the Company’s accounts and balance sheet and the reports of the directors and 
auditors for the year ended December 31, 1971 and, if thought fit, pass as an Ordinary Resolu- 
tion, Resolution No. 1 entitled “Accounts and Reports”, a copy of which is set forth below; 


2 © elect directors; 
3. To appoint auditors and authorize the directors to fix their remuneration; 
4. To transact such other business of the Company as may properly come before the Meeting. 


Any Shareholder who is unable to attend the Meeting in person is entitled to be represented by a proxy and 
is requested, after referring to the pertinent sections of the attached Information Circular, to date, sign and 
return the enclosed form of proxy to The Royal Trust Company, P.O. Box 1810, Station “B”, Montreal 110, 
Province of Quebec, not less than forty-eight hours before the time fixed for the Meeting. A proxy need not 
be a Shareholder of the Company. 


Dated this 6th day of March, 1972 
By Order of the Board 


G. R. DEVEY 
Secretary 


RESOLUTION 
Resolution No. 1 — To be Proposed as an Ordinary Resolution 


“Accounts and Reports” 


RESOLVED 


THAT the Company’s accounts and balance sheet and the reports of the directors 
and auditors for the year ended December 31, 1971 be and they are hereby 
adopted. 


Attached hereto: 
Information Circular 


Enclosed herewith: 
Form of Proxy 
Postage paid addressed envelope EG ON ae Mae, 
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INFORMATION CIRCULAR 


This Information Circular is furnished in accordance with 
the provisions of The Securities Act of Ontario, c. 426, 
R.S.O. 1970, as amended, in connection with the solicitation 
by the management of Brinco Limited (hereinafter some- 
times called the “Company’’) of proxies to be voted at the 
Annual General Meeting of the Company (the “Meeting”’), 
to be held on the date and for the purposes set forth in the 
accompanying Notice of the said Meeting. The information 
contained herein is given as of the 6th day of March, 1972. 


Solicitation of Proxies 


In addition to the present solicitation by management, 
proxies may also be solicited on behalf of management by 
directors, officers and regular employees of the Company, 
by mail, by telegram or by telephone. The cost of solicita- 
tion, which is expected to be nominal, will be borne by 
the Company. 


Election of Directors 


The shares represented by the proxies hereby solicited will 
be voted for the election of each of the proposed nominees 
listed below (or for substitute nominees in the event of 
contingencies not known at the date hereof). Each such 
nominee who is elected a director shall hold office until 
his retirement at the close or adjournment of the next 
following Annual General Meeting, unless his office is 
vacated earlier, as provided in the Articles of Association 
of the Company. Under the Company’s Articles of Asso- 
ciation, all of the directors of the Company will retire at 
this Annual General Meeting and at each subsequent 
Annual General Meeting but will remain eligible for re- 
election. After January 1, 1973, those persons who have 
attained the age of seventy shall not be eligible for appoint- 
ment, election or re-election as directors. 


PROPOSED NOMINEES FOR ELECTION 


The following directors who will retire at the close or adjournment of this Annual General Meeting, will be eligible for re- 


election at the Meeting: — 


Name and Offices 
held with the Company 
Robert D. Armstrong 
Henry Borden, SM, CMG, QC* 
The Hon. Maurice Bourget, PC 
Bernard D. Broeker 
Paul Desmarais 


Sir Val Duncan, OBE* 
(Chairman of Executive Committee) 


G. Peter Fleck 

Lewis W. Foy 

J. Georges-Picot, KBE 
Jean-Paul Gignac 

Sam Harris* 

J. H. Mowbray Jones, D.Eng. 


Harry Winsor Macdonell, QC* 
(Executive Vice-President) 


Robert D. Mulholland* 
(Chairman) 


*Member of the Executive Committee of the Board of Directors. 


Period of Service 
as a Director 


Common Shares of the Company 
beneficially owned, directly 


(From) or indirectly 
May 1970 None 
July 1963 None 
July 1963 850 

April 1969 1,000 
April 1969 5,000 
April 1953 to 7,020 
July 1963; and from 
October 1963 
October 1963 None 
April 1969 1,000 
September 1958 None 
January 1970 100 
July 1963 10,000 
December 1962 1,000 
April 1971 100 
May 1970 100 


(continued) 


PROPOSED NOMINEES FOR ELECTION (continued) 


Name and Offices 
held with the Company 


William D. Mulholland* 
(President & Chief Executive Officer and 
Deputy Chairman of Executive Committee) 


Gordon F. Pushie 

Edmund L. de Rothschild, TD 
H. Greville Smith, CBE 
Arthur S. Torrey 


Sir Mark Turner* 


*Member of the Executive Committee of the Board of Directors. 


Common Shares of the Company 
beneficially owned, directly 


Period of Service 
as a Director 


(From) or indirectly 
May 1969 100,800 
December 1963 None 
June 1954 33,534 
August 1959 100 
September 1954 5,000 
April 1969 None 


PRINCIPAL OCCUPATION OF PROPOSED NOMINEES FOR ELECTION 


Set out below is the principal occupation or employment of 
each person proposed to be nominated for election as a 
director: 


Robert D. Armstrong, President of Rio Algom Mines 
Limited, a mining company and manufacturer of specialty 
steel and steel products. 


Henry Borden, Director and Member of Executive Com- 
mittee of Bell Canada, a telecommunications company. 


The Hon. Maurice Bourget, Member of the Senate of 
Canada. 


Bernard D. Broeker, Executive Vice-President of Beth- 
lehem Steel Corporation, manufacturer of steel and steel 
products with Headquarters in Bethlehem, Pa., U.S.A. 


Paul Desmarais, Chairman and Chief Executive Officer of 
Power Corporation of Canada Limited, an investment and 
management company. 


Sir Val (John Norman Valette) Duncan, Chairman and 
Chief Executive of The Rio Tinto-Zinc Corporation 
Limited, an international mining and industrial corpora- 
tion, of London, England. 


Gustav Peter Fleck, Chairman of New Court Securities 
Corporation, an investment banking company, of New 
York, U.S.A. 


Lewis W. Foy, President of Bethlehem Steel Corporation. 


Jacques Georges-Picot, Honorary Chairman of the Board 
of Compagnie Financiére de Suez et de l’Union Parisienne, 
an investment and holding corporation, of Paris, France. 


Jean-Paul Gignac, President and General Manager of 
Sidbec, manufacturer of steel and steel products. 


Sam Harris, a senior partner of Fried, Frank, Harris, 
Shriver and Jacobson, attorneys-at-law, of New York, 
U.S.A. 


John Hugh Mowbray Jones, retired industrialist. 


Harry Winsor Macdonell, Executive Vice-President of the 
Company and a Vice-President of Churchill Falls (Lab- 
rador) Corporation Limited. 


Robert D. Mulholland, Vice-Chairman of the Bank of 
Montreal. 


William D. Mulholland, President and Chief Executive 
Officer of the Company and of Churchill Falls (Labrador) 
Corporation Limited. 


Gordon Frizzell Pushie, Industrial Consultant. 


Edmund Leopold de Rothschild, Chairman of N. M. 
Rothschild & Sons Limited, Merchant Bankers, of London, 
England. 


Harold Greville Smith, President of Canadian International 
Investment Trust Limited, an investment trust. 


Arthur Starratt Torrey, retired. 


Sir Mark Turner, Deputy Chairman of Kleinwort, Benson, 
Lonsdale Ltd., Merchant Bankers, and of The Rio Tinto- 
Zinc Corporation Limited, an international mining and 
industrial corporation, both of London, England. 


Appointment of Auditors 


It is intended that the shares represented by the proxies 
hereby solicited will be voted for the reappointment of 
Peat, Marwick, Mitchell & Co., 1155 Dorchester Blvd. 
West, Montreal, Quebec, as auditors of the Company to 
hold office until the next Annual General Meeting of the 
Company and for the authorization of the directors to fix 
their remuneration. 


Voting Shares and Principal Holders Thereof 


As at the date hereof, there were outstanding 22,969,784 
Common Shares of the Company without nominal or par 
value, being the only equity shares of the Company issued 
and entitled to be voted at the Meeting. 


To the knowledge of the directors and senior officers of 
the Company the only person or company, at the date 
hereof, which beneficially owns, directly or indirectly, 
more than 10% of the Common Shares of the Company is 
The Rio Tinto-Zinc Corporation Limited, 6 St. James’s 
Square, London, England, which itself owns 100 Common 
Shares and which beneficially owns 11,213,164 Common 
Shares through its subsidiary, Tinto Holdings Canada 
Limited (Tinto Holdings), Suite 3209, Toronto-Dominion 
Centre, Toronto, Ontario and Tinto Holdings’ subsidiary, 
Thornwood Investments Limited (Thornwood) Suite 1101, 
Royal Trust Building, St. John’s, Newfoundland, being an 
aggregate of 11,213,264 Common Shares or approximately 
49% of the outstanding Common Shares of the Company. 
Bethlehem Steel Corporation, Bethlehem, Pa., U.S.A., a 
minority shareholder of Thornwood, owns through its 
subsidiary, Interocean Shipping Company, c/o The Inter- 
national Trust Company of Liberia, 80 Broad Street, 
Monrovia, Liberia, 907,767 Common Shares or approx- 
imately 4% of the outstanding Common Shares of the 
Company. 


Upon a show of hands every Shareholder present in 
person and every proxy who is not a Shareholder and who 
represents a Shareholder entitled to vote, shall have one 
vote only. 


Upon a poll, every Shareholder present in person or by 
proxy, and entitled to vote, shall have one vote for each 
Common Share of the Company registered in his name. 
A Shareholder may appoint another person, who need not 
be a Shareholder of the Company, as his proxy to attend 
and vote in his place and stead; where a corporation, being 
a Shareholder entitled to vote, is present by proxy, or by 
a person duly appointed who is not a Shareholder, such 
proxy or person shall, in addition to voting on a poll, be 
entitled to vote for such corporation on a show of hands. 


The instrument appointing the proxy shall be in writing 
under the hand of the appointor or of his attorney, duly 
authorized in writing or, if the Shareholder be a corpora- 
tion, either under its Seal or under the hand of an officer 
or attorney so authorized. 


The instrument appointing a proxy and the power of 
attorney or other authority (if any) under which it is signed, 
Or a notarially certified copy of such power or authority, 
shall be deposited at the address fixed by the Notice of the 
Annual General Meeting not less than forty-eight hours 
before the time appointed for holding the Meeting or 
adjourned Meeting at which the person named in the 
instrument proposes to vote. The instrument appointing a 
proxy shall be valid only for the Meeting for which it is 
given or any adjournment thereof. 


Voting of Shares Represented by Management Proxy 


The accompanying form of proxy confers discretionary 
voting authority upon the persons designated therein. The 
shares represented by any valid Instrument of Proxy on 
the said form and appointing the persons named therein to 
represent the Shareholder at the Meeting will be voted, 
subject to the provisions of Section 106 of The Securities 
Act of Ontario, c. 426, R.S.O. 1970, in accordance with the 
directions of the Shareholder as specified in the Instrument 
of Proxy. In the absence of such directions, the shares repre- 
sented by such Instrument of Proxy will be voted in favour 
of the resolution set forth in the Notice of Meeting, namely: 
Resolution No. 1 entitled “Accounts and Reports”. 


Management is not aware of any matters other than those 
identified in the Notice of Meeting that may come before 
the Meeting. If, however, other matters properly come 
before the Meeting, the persons designated in the accom- 
panying form of proxy will vote thereon in accordance with 
their best judgment pursuant to the discretionary authority 
conferred by the Instrument of Proxy with regard to such 
matters. 


Designation of Persons Other Than Those Named in the 
Management Proxy 

Each Shareholder has the right to designate as his proxy a 
person other than those designated in the accompanying 
form of proxy to attend and vote for such Shareholder at 
the Meeting. Any Shareholder desiring to exercise such 
right may do so by striking out the names of the persons 
designated in the accompanying form of proxy and insert- 
ing, in the space provided, the name of the person he wishes 
to designate as his proxy, or he may do so by executing an 
instrument appointing a proxy in a form similar to the 
accompanying form of proxy. 


Revocability of Proxy 


A Shareholder giving a proxy has power to revoke it at 
any time before it has been exercised, provided notice in 
writing of such revocation shall have been received by the 
Company at its registered office, Crosbie Place, St. John’s, 
Newfoundland, at least forty-eight hours before the com- 
mencement of the Meeting or adjourned Meeting at which 
the Instrument of Proxy is to be used. 


Remuneration of Management and Others 


The aggregate direct remuneration including salaries, 
bonuses and retirement allowances paid or agreed to be 
paid to directors and senior officers of the Company during 
the year ended December 31, 1971 by the Company and its 
consolidated subsidiary, British Newfoundland Exploration 
Limited, was $134,075 and by its unconsolidated sub- 
sidiaries, Churchill Falls (Labrador) Corporation Limited, 
Twin Falls Power Corporation Limited, Gull Island Power 
Company Limited and Iskut Pulpower Ltd. was $126,641. 
In addition certain senior officers of the Company whose 
services were provided pursuant to an agreement with Rio 
Tinto North American Services Limited have received 
remuneration directly from that company. 


The estimated aggregate cost to the Company and its 
subsidiaries in the year ended December 31, 1971 of all 
pension benefits proposed to be paid under any normal 
pension plan, directly or indirectly, by the Company and 
its subsidiaries to directors and senior officers of the Com- 
pany, in the event of their retirement at normal retirement 
age, was $8,025. 


On March 4, 1970 the Board of Directors adopted, and 
the Shareholders at the Annual General Meeting held on 
May 6, 1970 approved an incentive Stock Option Plan for 
employees in respect of a maximum number of 500,000 
Common Shares (subject to appropriate adjustments in the 
event of changes of the capitalization of the Company) 
whose summarized terms were set forth in the Information 
Circular dated March 10, 1970. On October 28, 1971 the 
Company granted to senior officers options to purchase on 
or before the fifth anniversary of the date of these grants, 
40,000 Common Shares of the Company at a price of 
$4.17 per share, no more than one-third of the total being 
exercisable prior to the first anniversary date of these grants 
and no more than two-thirds of the total prior to the second 


anniversary of the date of these grants. The price range of 
the shares in the thirty-day period preceding October 28, 
1971 was from $4.80 to $5% per share. In respect of the 
above Plan, no options to purchase Common Shares of the 
Company were granted to any person in his capacity of 
director of the Company. 


Options to purchase 27,000 Common Shares of the 
Company at a price of $3.70 per share granted by the 
Company prior to the financial year ended December 31, 
1971 were exercised by senior officers after the commence- 
ment of that financial year. The shares were purchased on 
February 17, March 15, April 23, May 7 and May 12, 
1971, and the price range of the shares in the quarter ended 
March 31, 1971 was from $5¥% to $5% per share and in the 
quarter ended June 30, 1971 from $5% to $6™% per share. 


An option to purchase 10,000 Common Shares of the 
Company at a price of $3.70 per share which was granted 
by the Company prior to the financial year ended December 
31, 1971 to a senior officer lapsed as a consequence of his 
resignation. 


Interest of Management and Others in Material 
Transactions 

There were no material transactions since January 1, 1971, 

or proposed material transactions, which have materially 

affected or will materially affect the Company or any of 

its subsidiaries and in which 


(i) any director or senior officer of the Company; 


(ii) any proposed nominee for election as a director of 
the Company; 


(iii) any person or company which, to the knowledge of 
the directors and senior officers of the Company, 
beneficially owns, directly or indirectly, more than 
10% of the Common Shares of the Company; and 


(iv) any associate or affiliate of any of the foregoing 
persons or companies, 


has any direct or indirect material interest. 


Dated as of the 6th day of March, 1972. 


By Order of the Board 


G. R. DEVvEY 
Secretary 
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Rrinco MAR 26 1973 


LIMITED 


AR3 0) NOTICE 


of Annual General Meeting 


NOTICE is hereby given that the Annual General Meeting of Brinco Limited (the “Company”) will be held in The 
Cinema Westmount Square, One Westmount Square, Montreal, Quebec, at 11:00 a.m. (Eastern Standard Time), 
on Thursday, April 12, 1973 for the following purposes: 


1. To consider the Company’s accounts and balance sheet and the reports of the directors and auditors for 
the year ended December 31, 1972 and, if thought fit, pass as an Ordinary Resolution, Resolution No. 1 
entitled “Accounts and Reports”, a copy of which is set forth below; 


2. To elect directors; 
3. To appoint auditors and authorize the directors to fix their remuneration; 


4. To consider and if thought fit, pass as a Special Resolution, Resolution No. 2 entitled “Increase in 
authorized Share Capital”, a copy of which is set forth below; 


5. To transact such other business of the Company as may properly come before the Meeting. 


Any Shareholder who is unable to attend the Meeting in person is entitled to be represented by a proxy and is 
requested, after referring to the pertinent sections of the attached Information Circular, to date, sign and return 
the enclosed form of proxy to The Royal Trust Company, P.O. Box 1810, Station “B”, Montreal 110, Province of 
Quebec, not less than forty-eight hours before the time fixed for the Meeting. A proxy need not be a Shareholder 
of the Company. 
Dated this 28th day of February, 1973 

By Order of the Board 


M. C. BURNES 
Secretary 


RESOLUTIONS 
Resolution No. 1 — To be Proposed as an Ordinary Resolution 
“Accounts and Reports” 
RESOLVED 


THAT the Company’s accounts and balance sheet and the reports of the directors and 
auditors for the year ended December 31, 1972 be and they are hereby adopted. 


Resolution No. 2 — To be Proposed as a Special Resolution 
“Increase in Authorized Share Capital” 


RESOLVED 


THAT the authorized Share Capital of the Company be increased from twenty-five 
million (25,000,000) Common Shares without nominal or par value to thirty-five million 
(35,000,000) Common Shares without nominal or par value by the creation of ten million 
new Common Shares without nominal or par value, so that the authorized Share Capital 
of the Company will be thirty-five million (35,000,000) Common Shares without nominal 
or par value and that the Memorandum and Articles of Association of the Company be 
modified and altered accordingly. 


Attached hereto: 
Information Circular 


Enclosed herewith: 
Form of Proxy ‘ 
Postage paid addressed envelope (Version francaise au verso) 
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INFORMATION CIRCULAR 


This Information Circular is furnished in accordance with 
the provisions of The Securities Act of Ontario, c. 426, 
R.S.O. 1970, as amended, in connection with the solicitation 
by the management of Brinco Limited (hereinafter some- 
times called the “Company” of proxies to be voted at the 
Annual General Meeting of the Company (the “Meeting”, 
to be held on the date and for the purposes set forth in the 
accompanying Notice of the said Meeting. The information 
contained herein is given as of the 28th day of February, 
1973: 


Solicitation of Proxies 


In addition to the present solicitation by management, 
proxies may also be solicited on behalf of management by 
directors, officers and regular employees of the Company, 
by mail, by telegram or by telephone. The cost of solicita- 
tion, which is expected to be nominal, will be borne by 
the Company. 


Particulars of Special Matters To Be Acted Upon 


At the Meeting, the Shareholders will be asked to pass a 
Special Resolution (Resolution No. 2 entitled “Increase in 


authorized Share Capital”) to increase the authorized Share 
Capital of the Company to 35,000,000 Common Shares 
without nominal or par value, by the creation of an addi- 
tional 10,000,000 Common Shares without nominal 
or par value, such Shares to be at the disposal of the 
Board. 


Election of Directors 


The shares represented by the proxies hereby solicited will 
be voted for the election of each of the proposed nominees 
listed below (or for substitute nominees in the event of 
contingencies not known at the date hereof). Each such 
nominee who is elected a director shall hold office until 
his retirement at the close or adjournment of the next 
following Annual General Meeting, unless his office is 
vacated earlier, as provided in the Articles of Association 
of the Company. The Company’s Articles of Association 
state that at every Annual General Meeting all of the 
directors for the time being shall retire from office and that 
any retiring director or any person shall be eligible for re- 
election, election or appointment as a director provided 
that he has not attained the age of seventy (70). 


PROPOSED NOMINEES FOR ELECTION 


The following directors who will retire at the close or adjournment of this Annual General Meeting, will be eligible for re- 


election at the Meeting: — 


Name and Offices 
held with the Company 
Robert D. Armstrong 
The Hon. Maurice Bourget, P.C. 
Bernard D. Broeker 
Paul Desmarais 


Sir Val Duncan, O.B.E.* 
(Chairman of Executive Committee) 


G. Peter Fleck 

Lewis W. Foy 

Jean-Paul Gignac, Eng. 

Sam Harris* 

J. H. Mowbray Jones, D.Eng. 


Harry W. Macdonell, Q.C.* 
(Executive Vice-President) 


Ralph B. McKibbin 


Robert D. Mulholland* 
(Chairman) 


*Member of the Executive Committee of the Board of Directors. 


Common Shares of the Company 
beneficially owned, directly 


Period of Service 
as a Director 


(From) or indirectly 
May 1970 100 
July 1963 850 
April 1969 1,000 
April 1969 5,000 

April 1953 to 7,020 

July 1963; and from 

October 1963 

October 1963 None 
April 1969 1,000 

January 1970 100 
July 1963 10,000 

December 1962 1,000 
April 1971 100 
June 1972 1,000 
May 1970 100 


(continued) 


PROPOSED NOMINEES FOR ELECTION (continued) 


Name and Offices 
held with the Company 


William D. Mulholland* 
(President & Chief Executive Officer and 
Deputy Chairman of Executive Committee) 


Gordon F. Pushie 

Edmund L. de Rothschild, T.D. 

Sir Mark Turner* 

*Member of the Executive Committee of the Board of Directors. 


Common Shares of the Company 
beneficially owned, directly 


Period of Service 
as a Director 


(From) or indirectly 
May 1969 100,800 
December 1963 None 
June 1954 315252 
April 1969 None 


The following proposed nominees will be eligible for election at the Meeting:— 


Name 


E, Jacques Courtois, Q.C. 
Dominique de Griéges, C.B.E. 
Hiro Hiyama 


Common Shares of the Company 
beneficially owned, directly 
or indirectly 


500 
None 
None 


PRINCIPAL OCCUPATION OF PROPOSED NOMINEES FOR ELECTION 


Set out below is the principal occupation or employment of 
each person proposed to be nominated for election as a 
director, and, in respect of the three new nominees for 
election, the principal occupations or employments within 
the five preceding years: 


Robert D. Armstrong, President of Rio Algom Mines 
Limited, a mining company and manufacturer of specialty 
steel and steel products. 


The Hon. Maurice Bourget, Member of the Senate of 
Canada. 


Bernard D. Broeker, Executive Vice-President of Beth- 
lehem Steel Corporation, manufacturer of steel and steel 
products with Headquarters in Bethlehem, Pa., U.S.A. 


E. Jacques Courtois, for more than the preceding five years, 
a partner of Messrs. Laing, Weldon, Courtois, Clarkson, 
Parsons, Gonthier & Tétrault, advocates, barristers and 
solicitors. 


Paul G. Desmarais, Chairman and Chief Executive Officer 
of Power Corporation of Canada Limited, an investment 
and management company. 


Sir Val (John Norman Valette) Duncan, Chairman and 
Chief Executive of The Rio Tinto-Zinc Corporation 
Limited, an international mining and industrial corpora- 
tion, of London, England. 


G. Peter Fleck, Chairman of New Court Securities Cor- 
poration, an investment banking company, of New York, 
U.S.A. 


Lewis W. Foy, President of Bethlehem Steel Corporation. 


Jean-Paul Gignac, President and General Manager of 
Sidbec-Dosco, manufacturer of steel and steel products. 


Dominique de Griéges, Vice-Chairman of Compagnie 
Financi¢re de Suez and Chairman and General Manager 
of Suez International, investment and holding companies, 
of Paris, France, since May 1971. Prior thereto, he was 
Vice-Chairman and General Manager (July 1968 to May 
1971), General Manager and a director (1967 to 1968) and 
a General Manager (1957 to 1967) of the former company. 
Sam Harris, a senior partner of Fried, Frank, Harris, 
Shriver and Jacobson, attorneys-at-law, of New York, 
U.S.A. 

Hiro Hiyama, for more than the preceding five years, Pres- 
ident of Marubeni Corporation, a trading company, of 
Tokyo, Japan. 

John Hugh Mowbray Jones, retired industrialist. 

Harry W. Macdonell, Executive Vice-President of the 
Company and President of Churchill Falls (Labrador) 
Corporation Limited. 

Ralph B. McKibbin, Chairman of the Board of Morgan 
Stanley Canada Limited, investment bankers, since June, 
1972, and for more than five years until retirement in May 
1971, a Deputy Governor of the Bank of Canada. 
Robert D. Mulholland, Vice-Chairman of the Board, Bank 
of Montreal. 

William D. Mulholland, President and Chief Executive 


Officer of the Company and Chairman and Chief Executive 
Officer of Churchill Falls (Labrador) Corporation Limited. 


Gordon Frizzell Pushie, Industrial Consultant. 


Edmund Leopold de Rothschild, Chairman of N. M. 
Rothschild & Sons Limited, Merchant Bankers, of London, 
England. 


Sir Mark Turner, Deputy Chairman of The Rio Tinto- 
Zinc Corporation Limited. 


Appointment of Auditors 


It is intended that the shares represented by the proxies 
hereby solicited will be voted for the reappointment of 
Peat, Marwick, Mitchell & Co., 1155 Dorchester Blvd. 
West, Montreal, Quebec, as auditors of the Company to 
hold office until the next Annual General Meeting of the 
Company and for the authorization of the directors to fix 
their remuneration. 


Voting Shares and Principal Holders Thereof 


As at the date hereof, there were outstanding 23,008,544 
Common Shares of the Company without nominal or par 


value, being the only class of shares of the Company issued 
and entitled to be voted at the Meeting. 


Subscriptions have been received for an additional 
1,200,000 Common Shares of the Company and, subject 
to receipt of approvals from regulatory authorities, the 
Company expects that such additional shares will be issued 
and outstanding as at the date of the Meeting. 


To the knowledge of ‘the directors and senior officers of 
the Company the only person or company, at the date 
hereof, which beneficially owns, directly or indirectly, 
more than 10% of the Common Shares of the Company is 
The Rio Tinto-Zinc Corporation Limited, 6 St. James’s 
Square, London, England, which itself owns 100 Common 
Shares and which beneficially owns 11,213,164 Common 
Shares through its subsidiary, Tinto Holdings Canada 
Limited (Tinto Holdings), Suite 3209, Toronto-Dominion 
Centre, Toronto, Ontario and Tinto Holdings’ subsidiary, 
Thornwood Investments Limited (Thornwood) Suite 1101, 
Royal Trust Building, St. John’s, Newfoundland, being an 
ageregate of 11,213,264 Common Shares or approximately 
49% of the outstanding Common Shares of the Company. 
Interocean Shipping Company, c/o The International Trust 
Company of Liberia, 80 Broad Street, Monrovia, Liberia, 
a minority shareholder in Thornwood and a subsidiary of 
Bethlehem Steel Corporation, Bethlehem, Pa., U.S.A. owns 
907,767 Common Shares or approximately 4% of the 
outstanding Common Shares of the Company. 


Upon a show of hands every Shareholder present in 
person and every proxy who is not a Shareholder and who 
represents a Shareholder entitled to vote, shall have one 
vote only. 


Upon a poll, every Shareholder present in person or by 
proxy, and entitled to vote, shall have one vote for each 
Common Share of the Company registered in his name. 
A Shareholder may appoint another person, who need not 


be a Shareholder of the Company, as his proxy to attend 
and vote in his place and stead; where a corporation, being 
a Shareholder entitled to vote, is present by proxy, or by 
a person duly appointed who is not a Shareholder, such 
proxy or person shall, in addition to voting on a poll, be 
entitled to vote for such corporation on a show of hands. 
The instrument appointing the proxy shall be in writing 
under the hand of the Shareholder or of his attorney, duly 
authorized in writing or, if the Shareholder be a corpora- 
tion, either under its Seal or under the hand of an officer 
or its attorney so authorized. 


The instrument appointing a proxy and the power of 
attorney or other authority (if any) under which it is signed, 
Or a notarially certified copy of such power or authority, 
shall be deposited at the address fixed by the Notice of the 
Annual General Meeting not less than forty-eight hours 
before the time appointed for holding the Meeting or 
adjourned Meeting at which the person named in the 
instrument proposes to vote. The instrument appointing a 
proxy shall be valid only for the Meeting for which it is 
given or any adjournment thereof. 


Voting of Shares Represented by Management Proxy 


The accompanying form of proxy confers discretionary 
voting authority upon the persons designated therein. The 
shares represented by any valid Instrument of Proxy on 
the said form and appointing the persons named therein to 
represent the Shareholder at the Meeting will be voted 
in accordance with the directions of the Shareholder as 
specified in the Instrument of Proxy. In the absence of 
such directions, the shares represented by such Instrument 
of Proxy will be voted in favour of the resolutions set forth 
in the Notice of Meeting, namely: Resolution No. 1 entitled 
“Accounts and Reports” and Resolution No. 2 entitled 
“Increase in authorized Share Capital”. 


Management is not aware of any matters other than those 
identified in the Notice of Meeting that may come before 
the Meeting. If, however, other matters properly come 
before the Meeting, or there are any amendments or varia- 
tions to matters identified in the Notice of Meeting, the 
persons designated in the accompanying form of proxy 
will vote thereon in accordance with their best judgment 
pursuant to the discretionary authority conferred by the 
Instrument of Proxy with regard to such matters. 


Designation of Persons Other Than Those Named in the 
Management Proxy 

Each Shareholder has the right to designate as his proxy a 

person other than those designated in the accompanying 

form of proxy to attend and vote for such Shareholder at 


the Meeting. Any Shareholder desiring to exercise such 
right may do so by striking out the names of the persons 
designated in the accompanying form of proxy and insert- 
ing, in the space provided, the name of the person he wishes 
to designate as his proxy, or he may do so by executing an 
instrument appointing a proxy in a form similar to the 
accompanying form of proxy. 


Revocability of Proxy 


A Shareholder giving a proxy has power to revoke it at 
any time before it has been exercised, provided notice in 
writing of such revocation shall have been received by the 
Company at its registered office, Crosbie Place, St. John’s, 
Newfoundland, at least forty-eight hours before the com- 
mencement of the Meeting or adjourned Meeting at which 
the Instrument of Proxy is to be used. 


Remuneration of Management and Others 


The aggregate direct remuneration including salaries, 
bonuses and retirement allowances paid or agreed to be 
paid to directors and senior officers of the Company during 
the year ended December 31, 1972 by the Company and its 
consolidated subsidiaries, was $212,955 and by its un- 
consolidated subsidiaries, was $175,786. In addition, 
certain senior Officers of the Company whose services were 
provided pursuant to an agreement with Rio Tinto North 
American Services Limited have received remuneration 
directly from that company. 


The estimated aggregate cost to the Company and its 
subsidiaries in the year ended December 31, 1972 of all 


pension benefits proposed to be paid under any normal 
pension plan, directly or indirectly, by the Company and 
its subsidiaries to directors and senior officers of the Com- 
pany, in the event of their retirement at normal retirement 
age, was $12,551. 


On February 24, 1972 the Company granted to a senior 
officer, pursuant to the terms of the Stock Option Plan of 
May 6, 1970, an option to purchase on or before February 
24, 1977, 5,000 Common Shares of the Company at a 
price of $5.18 per share. The price range of the shares 
during the thirty-day period prior to the date on which the 
option was granted was from $5% to $6.00. 


Since January 1, 1972, senior officers exercised options 
to purchase 10,500 Common Shares of the Company as 
follows: 


Number Price Range of Shares 
Date of of Shares During 30-day Period 
Purchase Purchased Price Prior to Date of Purchase 


High Low 
May 15, 1972 15338 $3.70 $614 $6 
Aug. 11, 1972 667 $3.70 $6% $6 
Oct 25 21972 5,000 $3.70 $6 $5% 
Beb. ho, 1975 3,500 $4.73 $6 $5% 


Dated as of the 28th day of February, 1973. 


By Order of the Board 


M. C. BURNES 
Secretary 
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March 29, 1974 


APR 2 1974 


We wrote to you on March 19 regarding the intention of the Government of Newfoundland to acquire all 
outstanding Brinco shares and the progress of our negotiations with respect to the price and form of the transaction. 


TO ALL SHAREHOLDERS: 


After lengthy discussions your Board of Directors has approved an agreement with the Government of 
Newfoundland which it now recommends for your acceptance. Under the terms of this agreement Brinco will sell to the 
Province the shares owned by it of Churchill Falls (Labrador) Corporation together with the other Labrador water 
power rights owned by Brinco for a price of $160,000,000 in cash. 


The Company has further agreed to use its best efforts to assure the continued services of a skilled staff for the 
completion of Churchill Falls and to carry on in 1974 the current program for development of the Lower Churchill 
power site at Gull Island. At the request of the Government, Brinco has agreed to submit a proposal for the continued 
management of the Gull Island project. 


We believe that this settlement is fair and reasonable to the shareholders of Brinco. It protects for their benefit the 
substantial values inherent in Brinco’s non-hydro assets and its fine organization. 


After the closing of the sale, the Company will make an offer to its shareholders of $7.07 per share, so that each 
shareholder will have the choice of remaining a shareholder in Brinco or receiving cash in payment for his shares. The 
Government of Newfoundland has agreed, if requested by Brinco, to enact enabling legislation for this purpose. 


The Rio Tinto-Zinc Corporation, Bethlehem Steel Corporation and Marubeni Corporation, all of whom are 
represented on the Board of Directors of Brinco, have stated their intention to vote their shares in favor of the 
agreement, and to remain as shareholders of the Company. They intend therefore to reject the cash offer with respect 
to their shares, which amount to over 54% of the total outstanding. 


There will be mailed to you as soon as practicable notice of a special general meeting of the shareholders to 
consider and, if deemed advisable, to approve the terms of the agreement. The cash offer to shareholders will follow 
thereafter. 


The proceeds of the sale will enable Brinco to intensify its program of natural resource development and related 
exploration and will permit it to accelerate the timetable for some of its other projects. This program will be outlined 
to you at the special general meeting. 

On behalf of the Board 


R. D. Mulholland, Chairman 


W. D. Mulholland, President 


[ 


Brinco 
LIMITED 


ONE WESTMOUNT SQUARE, MONTREAL 216, QUEBEC, CANADA TELEPHONE (514) 931-7331 
March 19, 1974 
\ JOR lews, 
TO ALL SHAREHOLDERS: MAR Mah 3, 974 


The request of the Government of Newfoundland to suspend trading in the shares of Brinco effective last Monday, 
March 11, was made without the knowledge of the officers or directors of Brinco or of The Rio Tinto-Zinc Corporation 
Limited (RTZ), Brinco’s largest shareholder. 

Immediately following suspension of trading, Ministers of the Government of Newfoundland visited the offices of 
Brinco and of RTZ. In those visits, the desire of the Government to acquire the outstanding shares of Brinco was first 
communicated to your Company and to RTZ. The Company made a public announcement of this information 
promptly. 

The Government stated to the Chairman of RTZ that it wished to acquire the shares of Brinco held by RTZ, its 
associates and affiliates, at a cash price of $6.75 per share and, if accepted by RTZ, would also make the same offer to 
all shareholders of your Company, other than residents of the United States. The Premier of Newfoundland stated on 
March 13 that if RTZ did not agree by March 15 to sell its shares of Brinco, the Province planned to introduce 
legislation vesting all the shares of Brinco in the Province effective 9:00 a.m. (Newfoundland time), March 11, 1974, 
thereby threatening forcibly to take over all the shares of Brinco retroactively. 

The foregoing was conveyed in a letter received by your Chairman and the Chairman of RTZ shortly before 
midnight on Thursday, March 14. 

The Board considered the matter together with its financial advisors and told the Premier: (1) the offer was not fair 
and reasonable to shareholders; and (2) the offer was in any event not consistent with his stated desire to limit the 
acquisition to Churchill Falls and the other water power rights. 


Your directors have stated their views as follows: 
(a) that the offer should assure fair treatment of all Brinco shareholders; 


(b) that the form of the transaction should reflect the primary aim of the Province of obtaining Brinco’s interest 
in the hydro-electric facilities and the water rights; 


(c) that your Company or any successor Company in which you may be shareholders should be financially viable 
and capable of conducting Brinco’s broadening non-hydro operations and project and investment activities; 


(d) that the excellent organization and staff which have been developed should be maintained as a creative and 
productive force in Canada; and 


(e) that the interests of the bondholders of Churchill Falls be fully protected by the due completion and efficient 
operation of Churchill Falls. 


Shortly before midnight on Monday, March 18, the Government revised its cash offer to $7.07 per share, all other 
terms and conditions appearing substantially unchanged. The Premier imposed a deadline for acceptance by midnight 
on Wednesday, March 20. This offer will be placed before your Board on Wednesday morning. 


We will keep you informed on further developments. 


On behalf of the Board 


R. D. Mulholland, Chairman 


W. D. Mulholland, President 
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Brinco 


LIMITED and WHOLLY OWNED SUBSIDIARIES 


Consolidated Financial Results 

The consolidated net income for the six months 
ended June 30, 1973 was $2,606,000, compared 
with a loss of $118,000 for the same period in 
1972. The continuing improvement largely reflects 
increased income of Churchill Falls (Labrador) 
Corporation Limited. These results include ex- 
ploration expenditures charged to operations 
totalling $409,000 during the first six months of 
1973 compared with $462,000 for the same period 
in 1972; 


Exploration 

Seasonal exploration projects are underway in 
Eastern and Western Canada. Activity in the 
east is centred in Western Newfoundland where 
investigations of zinc mineralization are being 
undertaken. Brinex has also entered into an agree- 
ment with Lehigh Portland Cement Company for 
the examination of limestone deposits in the Port- 
au-Port area of Western Newfoundland. 


Union Oil of Canada Ltd., in their joint venture 
with Brinex and Golden Eagle Canada Ltd., are 
shortly expected to commence drilling a 7,000 
foot test well in the Codroy area of Western New- 
foundland. 


In British Columbia, work continues on our own 
account and with joint-venture partners on a 
variety of mineral properties. 


The company will participate with Canadian 
Superior Exploration Ltd. and with Home Oil 
Company Ltd. in a new joint exploration venture 
in the Canadian Arctic. 


New Investment 

It was announced this month that the company 
has reached an agreement in principle to purchase 
common shares and convertible secured debentures 
of Coseka Resources Limited for a total of $7,000,000. 


Coseka, with offices in Vancouver and Calgary, 
is engaged in the exploration for, and production 
of, petroleum products, with primary emphasis on 
natural gasin established areas of Western Canada. 


Upon completion and execution of legal documen- 
tation, and satisfaction of certain legal conditions, 
Brinco will acquire 727,273 common shares of 
Coseka at $2.75 per share for a total of $2,000,000 
and $1,500,000 of 8 per cent secured three-year 
debentures convertible to common shares at $2.75 
per share for a term of three years. 


Brinco will also acquire, within a six-month period 
commencing July 31, 1974, a further $3,500,000 
principal amount of 8 per cent secured five-year 
debentures convertible to common shares at $3.00 
per share for the first three years and thereafter 
at $3.50 per share until maturity. 


If Brinco converts all of its holdings of Coseka 
debentures, this will result in holdings of approx- 
imately 30 per cent of the outstanding shares of 
Coseka. In addition, Brinco will have a right of 
first refusal upon any additional financing by 
Coseka. 


Churchill Falls (Labrador) Corporation Limited 
Financial Results 

Net income forthe first six months of 1973 amounted 
to $5,746,000 compared with $629,000 for the 


(continued on back page) 


Brinco 


LIMITED and WHOLLY OWNED SUBSIDIARIES 


Consolidated Statement of Income 


for the six months 
ended June 30 


Consolidated Statement of Source and 


Use of Funds for the six months 
ended June 30 


(Unaudited) (Unaudited) 
$ Thousands $ Thousands 
1973 1972 1973 1972 
Revenue: Source of funds: 
Income from short-term investments .. . 219 167 Disposal of land, buildings and 
EQuIpPMent 7 5 72 ena ere) eee — 
Sales of copper concentrates......... _ ABE ae ye 
Is Peapitalestoc kee cranes ener 
Other salege;22f th “nats LAMe ale _ 16 cs vache ia At) 
7,920 130 
Notalirevenue’ ges 2. co. Ge eee ee 219 1,916 Wee of funds: 
Expenses: Operating loss before equity in 
O . Ae keein : net income of Churchill Falls 
peraling Shed Gms aie sie eae at mies (Labrador) Corporation Limited .. . 667 269 
ee spears : 349 Depreciation and pre-production 
De eter te ae : expenditures written off .......... (36) (349) 
Exploration expenditures ........... 409 462 Mine <himtdowmcasia:...2 eee ses 206 
Total expenseste.) .nsaareu eee 886 2.185 631 126 
Operating profit (loss) for the Expenditures and investments on 
DELIOd. se cua es 1 ee (667) (269) natural resources, rights, concessions 
and SUTVeVSuekstas Gente Seer eee 826 187 
Equity in net income of Churchill Falls Ober s: SoS he. SoG pices Ruble aaa 11 — 
(Labrador) Corporation Limited....... 3,273 357 1,468 313 
Net income for the period 
before renee item? eee eee 2,606 88 Increase (decrease) in Working Capital bie C83) 
Mine shut dow alco oat 206 Working Capital at beginning of period... — 3,811 6,245 
Net income (loss) for the period....... 2,606 (118) Working Capital at end of period. ....... 10,263 6.062 
Earnings per share before extraordinary 
TEE O's Pere ie ee Ame ee 11.0¢ 4G 
Earnings (loss) per share for the period. .. 11.0¢ (.5¢ ) 


The accounts are presented on the basis whereby the consolidated financial statements of Brinco Limited include the accounts of all its subsidiaries, 
with the investment in Churchill Falls (Labrador) Corporation Limited included on an equity basis. 


Reclassifications: 


Mine shutdown costs of $206,000 which had been included with operating and administrative expenditures in 1972 have been reclassified as an 
extraordinary item. In addition, certain of the exploration expenditures which had been included with operating and administrative expenses have 
been reclassified to exploration expenditures in 1973. 


CHURCHILL FALLS 


(LABRADOR) CORPORATION LIMITED 


Statement of Income 
for the six months 
ended June 30 


(Unaudited) 
$ Thousands 
1973 1972 
Revenue: 
SUG Gt DOM O’  eka ee ae eee gee 17,120 2,824 
Rental of rights and facilities to 
Twin Falls Power Corporation Limited 367 366 
WMOtaIMEVeEMUC . okee Goh2 6 o, 17,487 3,190 
Expenses: 
Pantandcornporateicosts)....).4 42... i573 428 
onsepowernroyalty. {s..) 2.5.. 55h: 449 127 
Newtoundland rental ........2..-.. 662 80 
Interest and amortization of debt 
discount and financing expenses.... 5,447 1,040 
Depreciation and amortization........ 1,956 TALS 
siOvaAeXpPENSES Mt aves. cese oe ats cae 10,087 2,790 
Operating profit for the period .... 7,400 400 
Equity in net income of Twin Falls Power 
Gorporationsimited: =. 22. 307 338 
Net income before income taxes ...... 7,707 738 
Incomestaxes—deterred’= 3... 4220.-.-% 1,961 109 
Net income for the period ........... 5,746 629 


AUG 14 1973 


Statement of Source and 
Use of Funds for the six months 
ended June 30 


(Unaudited) 
$ Thousands 
1973 1972 
Source of funds: 
From current operations: 
Net income before equity in 
net income of Twin Falls Power 
Corporation Limited enna. o. - 5,439 291 
Deferred income taxes............ 1,961 109 
Depreciation and amortization...... 1,991 ALAS 
9,391 LoS 
Dividends from Twin Falls Power 
Corporationblimitedsen 46 ne) 5. == 275 
Increase in Long-term Debt: 
Bank Ganiage : aon sehen eset. 9 <0 abe 9,000 = 
First Mortgage Bonds SeriesA........ 22,975 35,514 
First Mortgage Bonds SeriesB........ 7,100 6,050 
48,466 43,354 
Use of funds: 
Development of Churchill Falls power 
DLOTE CL seit esp ae epee Mies 43,742 61,498 
Debt discount and financing expenses. . 234 367 
43,976 61,865 
4,490 = (18,511) 


Increase (decrease) in working Capital . 


The Company has available to it $150 million under the terms of its 
bank credit agreement of which $43 million is being used at June 30, 


1973. 


AR30 


same period for 1972. The improvement in net 
income is accounted for by an increase in the 
number of generating units in production. Five 
generating units were operational during the first 
half of 1973, and the sixth unit was commissioned 
on June 28, 1973. Commercial power sales were 
$17,120,000 during the first half of 1973 compared 
with $2,824,000 during the same period in 1972. 


The stringing of the conductor for the third 735 kV 
transmission line was completed and the line was 
brought into service during June 1973. During the 
six months ended June 30, 1973, capital costs 
totalled $43,742,000 including direct construction 
expenditures of $27,711,000 and corporate and 
interest costs capitalized amounting to $16,031,000. 
Total capital costs to date total $759,984,000. Funds 
to service the capital expenditure program were 
derived from the proceeds of the sale of First 
Mortgage Bonds of $30,000,000, additional bank 
borrowings of $9,000,000 and $9,000,000 from 
current operations. On July 19, the Company 
completed the final drawdown of the proceeds from 
the sale of $550,000,000 of First Mortgage Bonds. 
Funds required to service the completion of the 
project will be derived mainly from operating 
cash flow. 


Montreal, Quebec, 
July 30, 1973 


On peut obtenir le texte frangais de ce 
rapport auprés du service des Relations 


publiques, Brinco Limited, Un, West- 
mount Square, Montréal 216 (Québec). 
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On peut obtenir le texte frangais de ce 
rapport aupres du service des Relations 


publiques, Brinco Limited, Un, West- 
mount Square, Montréal 216 (Québec). 


ONE WESTMOUNT SQUARE, MONTREAL 216, QUEBEC, CANADA 


Report to 
Shareholders 


For the six months ended 
June 30, 1972 


ote aa ae os Che Gee LB eae tle ic a 


Consolidated Financial Results 

As forecast in an earlier report, the Whales Back 
Mine was closed on June 3, 1972 due to depleted 
ore reserves. Losses at Whales Back Mine for 
the first six months of 1972 were lower than for 
the corresponding period in 1971, as operating 
costs decreased with the cut back in operations. 
Earnings of Churchill Falls (Labrador) Corpora- 
tion Limited increased, reflecting the commence- 
ment of commercial power deliveries on May 1, 
1972. The combined effect of these two events 
was a reduction in the consolidated net loss for 
the six months ended June 30, 1972 to $118,000 
as compared to a net loss of $646,000 for the 
same period in 1971. 


Great efforts have been made to relocate people 
displaced by the mine closure through direct 
contact with other employers in the industry, 
Canada Manpower and the Newfoundland De- 
partment of Labour. To date, approximately one- 
half of the work force has found other employ- 
ment and efforts to place the remainder are 
continuing. Plant and equipment at the mine are 
being rehabilitated and prepared for re-use or 
resale. The 30 houses owned by the company 
in Springdale have been sold to employees or 
local tenants. 


Exploration 

In Labrador, drilling is continuing on the Seal 
Lake joint venture with Beth Canada Limited, a 
subsidiary of Bethlehem Steel Corporation, but 
results to date have been disappointing. Ground 
surveys on selected targets at Moran Lake and 
Saglek in Labrador, and in the Gander area on 
the Island of Newfoundland are being carried 
out this season. Exploration of Brinex’ holdings 
in the Hall’s Bay area and St. George’s Bay con- 
tinues under terms of agreements with our joint 
venture partners. 


In western Canada, Brinex has staked or other- 
wise acquired more than 800 claims in the Robb 
Lake area of British Columbia where zinc min- 


Brinco 


LIMITED and WHO 


Consolidated Statement of Income 
for the six months 
ended June 30 


(Unau 


$ Thousands 


1972 1971 

Sales: 
Sales of copper concentrates ........ 1,733 1,627 
Other Sales: he. sna tae aes 16 14 
1,749 1,641 


Operating and administrative expenses 1,837 1,864 


Depreciation and preproduction 


expenditures written off ............ 349 566 
Exploration expenditures ............. 205 249 
2,391 2,679 

Operating profit (loss) 
forthe perioduer sate ere (642) (1,038) 
Income from investments ............. 167 249 


(475) (789) 


Equity in net income of 


unconsolidated subsidiary .......... 357 143 
Income (loss) before income taxes and 

extraordinary items .......,. Bee ee ies (118) (646) 
Provision for income taxes ........... — 11 


Income (loss) before 


extraordinary itemsie-ee eee (118) (657) 
Reduction in income taxes due to loss 

carrysiorwarduer ane eee ore rer — 11 
Net income (loss) for the period ...... (118) (646) 


The accounts are presented on the basis whereby the consolidated | 
owned subsidiaries British Newfoundland Exploration Limited (‘‘ 
in Churchill Falls (Labrador) Corporation Limited included on an ¢ 


LY OWNED SUBSIDIARIES 
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Consolidated Statement of Source and 
Application of Funds for the six months 
ended June 30 


ed) 


$ Thousands 


1972 1971 
Source of funds: 
From current operations: 
Net income(loss) before equity in 
net earnings of unconsolidated 
BHSICMOEY hes oc sees akin dessa 3 (475) (789) 
Depreciation and preproduction 
expenditures written off .......... 349 566 
(126) (223) 
issneiomecapitalistocks.5- ges ees tes 111 151 
(15) (72) 
Application of funds: 
Expenditures on Lower Churchill 
RAV ETA ROV CCC mre. are aiesatrarecait cavers ones 62 345 
Expenditures on natural resources, 
rights and concessions ........... 125 201 


Land, buildings and equipment — net (19) 58 


168 604 


Increase (decrease) in working capital (183) (676) 
Working capital 
PNG! o oconpoeo os MosDcopdadoS S00 6,245 8,063 
MTS CO! Ga coeoedasba00 cubaon dacs 6,062 7,387 


acial statements of Brinco Limited include the accounts of its wholly- 
JEX’’) and Gull Island Power Company Limited, with the investment 


ly basis. 


eralization was discovered late last year. Field 
crews are Carrying out a geochemical survey and 
geological mapping program there. Additionally, 
Brinex is participating with Newconex Canadian 
Exploration Ltd. in the investigation of a copper 
porphyry in northern British Columbia, and has 
entered into a joint venture agreement with Teck 
Corporation for exploration of gold targets in 
central British Columbia. 


Brinex has entered into an agreement with Union 
Oil Company of Canada Limited wherein Union 
has committed itself to an exploration program 
on Brinex’ onshore oil and gas rights in a block 
of lands adjoining St. George’s Bay in south- 
western Newfoundland. By the drilling of a test 
well to a specified depth, Union may earn an 
interest in the property. For a limited time Union 
will also have the right to undertake exploration 
and drilling programs on two additional blocks 
of land in southwestern and west central New- 
foundland. The agreement gives Brinex the choice 
of opting for a working interest in the property 
or for royalty interests. Brinex will share such 
working or royalty interests with Golden Eagle 
Canada Limited, with whom Brinex has, in past 
years, conducted some oil and gas exploration 
in western Newfoundland. 


Other Activities 


On July 14, 1972, an agreement was concluded 
between Brinco and Abitibi Asbestos Mining 
Company Limited, following approval by the lat- 
ter’s shareholders, whereby Brinco purchased 
800,000 treasury shares representing an 18 per 
cent interest in Abitibi. The proceeds will be 
used largely for construction and operation of a 
pilot plant on the property, for additional work 
to confirm ore reserves and grade, for mine 
planning and for marketing studies. Brinco has 
the right to acquire a 51 per cent interest in 
Abitibi upon making a decision to bring the 
property into production. 


Churchill Falls (Labrador) Corporation Limited 


The Churchill Falls project is 86 per cent com- 
plete, with $690.8 million having been expended 
on the project to June 30, 1972 including direct 
construction costs of $549.8 million. For the six 
months ended June 30, 1972 capital expenditures 
have amounted to $65.6 million. These funds 
have been provided for the most part from draw- 
downs of proceeds from the sale of First Mort- 
gage Bonds amounting to $41.5 million, and 
borrowings of $17.0 million under the terms of 
the Bank Loan Agreement. 


On May 1, 1972 Churchill Falls commenced 
delivery of commercial power under the power 
contract with Hydro-Québec and a total of 
816,000 megawatt hours was delivered to Hydro- 
Québec during the months of May and June, 
1972, with power sales of approximately $13 
million forecast for the year 1972. Net income 
for the six-month period amounted to $629,000, 
including $338,000 from Churchill Falls’ share in 
the net income of Twin Falls Power Corporation 
Limited. 


The second 735 kV transmission line has been 
put in service, and the two 230 kV lines from 
Churchill Falls to Twin Falls have been tested 
and are ready for service. Commissioning certifi- 
cates were issued for the third turbine and gen- 
erator unit during June and for the fourth unit 
during July, 1972. 


All contracts have been awarded for the 1972 
townsite housing extension program which will 
provide an additional 45 houses. In May, 1972, 
work was completed on the clearing of trees in 
the forebay area. 


The Town Centre, heart of the permanent com- 
munity at Churchill Falls, has been named ‘‘The 
Donald Gordon Centre” in memory of Donald 
Gordon, C.C., C.M.G., president of Brinco Lim- 
ited and chairman of Churchill Falls (Labrador) 


ce 


Corporation Limited from 1967 until his death 
in 1969. 


The inauguration ceremony of the Churchill Falls 
development was held at Churchill Falls, Labra- 
dor on June 16, 1972. Prime Minister Trudeau, 
Premier Moores, Prime Minister Bourassa and 
many other leaders from public and private life 
joined with the residents of Churchill Falls and 
the men and women associated with the project 
in celebrating the event. 


Montreal, Quebec, Canada, 
July 27, 1972. 


Brinco 
LIMITED 


ONE WESTMOUNT SQUARE, MONTREAL, QUEBEC, CANADA H3Z 2S2 TELEPHONE (514) 931-7331 


AR30 


TO ALL SHAREHOLDERS: June 5, 1974 


Accompanying this letter is a Notice of the Annual and Extraordinary General Meeting to be held at 
Montreal on June 27, 1974, and the Information Circular relating to the various matters to be consid- 
ered at the Meeting. In addition to the matters customarily considered each year, shareholders will 
vote on a proposal to approve the agreements entered into between Brinco and the Government of 
Newfoundland (‘‘“Government’’) and Brinco and the Newfoundland Industrial Development Corpora- 
tion (““NIDC”). Under such agreements, Brinco’s ownership interest in Churchill Falls (Labrador) Corpo- 
ration Limited and its other rights to water power sites in Labrador (the ‘‘hydro assets’’) will be 
conveyed to the Government and NIDC for a price of $160 million in cash. This sale will significantly 
alter the emphasis in your Company’s activities. 


These agreements were entered into following extended negotiations against the background of 
the possible expropriation by the Newfoundland Government of all of the shares of Brinco. However, 
under the agreements as finally negotiated, the Government and NIDC will purchase only the ‘‘hydro 
assets” and Brinco will retain its other assets and staff. After the most careful consideration, your 
Board is satisfied that the price and other terms are fair and reasonable to Brinco and its shareholders. 
In arriving at this conclusion the Board had for its consideration the report of Brinco’s financial ad- 
visors, Morgan Stanley Canada Limited and Wood Gundy Limited. The Directors recommend that you 
vote in favour of this proposal. 


N. M. Rothschild & Sons Limited, in its capacity as one of the signatories to the Principal 
Agreement under which Brinco obtained its water rights in 1953, has advised the Company that it 
concurs with the recommendation of the Directors in favor of the proposal. 


The Rio Tinto-Zinc Corporation Limited, Bethlehem Steel Corporation and Marubeni Corporation, 
each of which is represented on the Board of Directors of Brinco, have indicated that they intend to vote 
shares beneficially owned or controlled by them in favor of the proposal. Such shareholdings aggre- 
gate 13,120,031 shares or approximately 53% of the total shares outstanding. 


You will recall that the Government's initial intention, as publicly announced, was directed towards 
acquisition of Brinco itself. The final offer of the Government for acquisition of Brinco shares was $7.07 
per share. The Board of Directors considered this offer very carefully and in so doing sought and 
received the advice of the Company’s financial advisors. The Directors concluded that they could not 
recommend this offer to the shareholders and so advised the Government. The Directors continue to 
be of the same opinion. 


As you were advised previously, the Government has agreed to enact legislation enabling Brinco 
to purchase its own shares and, within 90 days of the receipt.of the proceeds of sale of the ‘hydro 
assets” and the enactment of such legislation, Brinco will make an offer to all shareholders to purchase 
Brinco shares at $7.07 per share in cash. Shares purchased: pursuant to this offer will be held in the 
treasury of the Company and will not be cancelled. The Board of Directors in putting forward this 
offer are not recommending its acceptance but wish to give each shareholder an opportunity to 
exercise his own judgment in the light of his personal circumstances. The shareholders mentioned 
above, namely, The Rio Tinto-Zinc Corporation Limited, Bethlehem Steel Corporation and Marubeni 
Corporation, have advised Brinco that they intend to continue as shareholders and that none of the 
Brinco shares owned or controlled by them will be tendered. Accordingly, Brinco is assured of sub- 
stantial cash funds regardless of the outcome of the offer to shareholders. 


Based upon the 24,506,986 shares of Brinco outstanding at March 31, 1974, the purchase price 
for the ‘hydro assets” ($160,000,000) amounts to $6.53 per Brinco share. Subtracting this amount 
from $7.07 leaves only $.54 per share attributable to the assets of Brinco other than the “hydro 
assets”, or approximately their book value ($13,200,000 in the aggregate) as of March 31, 1974. The 
Directors do not consider that $.54 per share represents a fair and reasonable value for the other 
assets of Brinco. These assets are carried on the books at “cost less amounts written off’. It is the 
policy of the Company to write off all exploration expenditures as they are incurred. A number of 
properties, such as the Port-au-Port limestone deposits and the Kitts-Michelin uranium deposits are 
carried on the books at no value. ‘‘Book value” also takes no account of Brinco’s organization, person- 
nel, and going concern value. 


It should be pointed out that if the opinion of the Directors is correct, then the greater the number 
of shares surrendered for cash at $7.07 per share, the greater the intrinsic value accruing to each of 
the remaining shares. 


You have every reason to be proud, as we are, of the outstanding record of planning, engineer- 
ing, financing and construction of the Churchill Falls project by the highly talented group of men 
and women assembled by Brinco. With this record of achievement, we can look forward with confi- 


dence to the success of other activities, some of which are referred to in the enclosed Annual Re- 
port. 


Very truly yours, 


R. D. Mulholland, Chairman 


W. D. Mulholland, President 


Enclosures 


Brinco 


LIMITED 


NOTICE 


of Annual and Extraordinary 
General Meeting 


NOTICE is hereby given that the Annual and Extraordinary General Meeting of Brinco Limited (the 
“Company’’) will be held in the Ballroom, Le Chateau Champlain, Place du Canada, Montreal, 
Quebec, at 10:30 a.m. (Eastern Daylight Saving Time), on Thursday, June 27, 1974 for the following 
purposes: 


1. To consider the Company’s accounts and balance sheet and the reports of the directors and 
auditors for the year ended December 31, 1973, and if thought fit, pass as an Ordinary Resolu- 
tion, Resolution No. 1 entitled ‘“Accounts and Reports”. 


2. To elect directors. 
To appoint auditors and authorize the directors to fix their remuneration. 


4. Toconsider, and if thought fit, pass as an Ordinary Resolution, Resolution No. 2 entitled ‘Sale 
of Assets”. 


5. To consider, if Resolution No. 2 is passed, and if thought fit, pass as a Special Resolution, 
Resolution No. 3 entitled ‘‘Purchase of Common Shares”. 


6. To consider, if Resolutions No. 2 and No. 3 are passed, and if thought fit, pass as an Ordinary 
Resolution, Resolution No. 4 entitled ‘‘Offer to Purchase Common Shares at $7.07 per Share”’. 


7. To consider, and if thought fit, pass as a Special Resolution, Resolution No. 5 entitled 
“Amendment of Objects”. 


8. To transact such other business of the Company as may properly come before the Meeting. 


The Resolutions referred to above are set forth on pages 7 and 8 of the Information Circular. 


Any Shareholder who is unable to attend the Meeting in person is entitled to be represented by a 
proxy and is requested, after referring to the pertinent sections of the Information Circular, to sign, 
date and return the enclosed form of proxy to The Royal Trust Company, P.O. Box 1810, Station 
“B’’", Montreal, Quebec H3B 3L5, not less than forty-eight hours before the time fixed for the Meet- 
ing. A proxy need not be a Shareholder of the Company. 


Dated this 5th day of June, 1974. 
By Order of the Board 


M. C. BURNES 


Secretary 


Enclosed herewith: 
Information Circular 
Form of Proxy 
Addressed envelope 


Pour obtenir le texte francais de I’avis de convocation et de /a circulaire d’information veuillez faire 
application au Secrétaire de la Compagnie. 
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INFORMATION CIRCULAR 


This Information Circular is furnished in connection with the solicitation by the management of 
Brinco Limited (hereinafter sometimes called the ‘“Company”’) of proxies to be voted at the Annual 
and Extraordinary General Meeting of the Company (the ‘‘Meeting’’), to be held on the date and for the 
purposes set forth in the accompanying Notice of the Meeting. The information contained herein is 
given as of the 5th day of June, 1974. 


Solicitation of Proxies 

In addition to the present solicitation by management, proxies may also be solicited on behalf of 
management by directors, officers and regular employees of the Company, by mail, by telegram or by 
telephone. The cost of solicitation, which is expected to be nominal, will be borne by the Company. 


Election of Directors 


The shares represented by the proxies hereby solicited will be voted for the election of each of the 
proposed nominees listed below (or for substitute nominees in the event of contingencies not known at 
the date hereof). Each such nominee who is elected a director shall hold office until his retirement at 
the close or adjournment of the next following Annual General Meeting, unless his office is vacated 
earlier, as provided in the Articles of Association of the Company. The Company's Articles of Associa- 
tion state that at every Annual General Meeting all of the directors for the time being shall retire from 
office and that any retiring director or any person shall be eligible for re-election, election or appoint- 
ment as a director provided that he has not attained the age of seventy (70). 


PROPOSED NOMINEES FOR ELECTION 


The following directors who will retire at the close or adjournment of this Annual and Extraordi- 
nary General Meeting, will be eligible for re-election at the Meeting: — 


Period of Service Common Shares of the Company 
Name and Offices as a Director beneficially owned, directly 
held with the Company (From) or indirectly 
The Hon. Maurice Bourget, P.C. July 1963 850 
Bernard D. Broeker April 1969 1,000 
E. Jacques Courtois, Q.C. April 1973 500 
Paul G. Desmarais April 1969 5,000 
Sir Val Duncan, O.B.E.* April 1953 to 7,020 
(Chairman of Executive Committee) July 1963; and from 
October 1963 
G. Peter Fleck October 1963 None 
Lewis W. Foy April 1969 1,000 
Jean-Paul Gignac, Eng. January 1970 100 
Dominique de Griéges, C.B.E. April 1973 None 
Sam Harris* July 1963 10,000 
Hiro Hiyama April 1973 None 
J. H. Mowbray Jones, D.Eng. December 1962 1,000 
Harry W. Macdonell, Q.C.* April 1971 50,100 
(Executive Vice-President) 
Ralph B. McKibbin* June 1972 3,500 
Robert D. Mulholland* May 1970 100 
(Chairman) 


*Member of the Executive Committee of the Board of Directors. 
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Period of Service Common Shares of the Company 


Name and Offices as a Director beneficially owned, directly 
held with the Company (From) or indirectly 
William D. Mulholland* May 1969 100,800 


(President & Chief Executive Officer and 
Deputy Chairman of Executive Committee) 


Gordon F. Pushie December 1963 None 
Edmund L. de Rothschild, T.D. June 1954 29,902 
Sir Mark Turner* April 1969 None 


*Member of the Executive Committee of the Board of Directors. 


PRINCIPAL OCCUPATION OF PROPOSED NOMINEES FOR ELECTION 


Set out below is the principal occupation or employment of each person proposed to be nomi- 
nated for election as a director: 


The Hon. Maurice Bourget, Member of the Senate of Canada. 


Bernard D. Broeker, until May 31, 1974 Executive Vice-President of Bethlehem Steel Corpora- 
tion, manufacturer of steel and steel products with Headquarters in Bethlehem, Pa., U.S.A. Mr. 
Broeker has since retired from that office pursuant to the retirement policy of that corporation. 


E. Jacques Courtois, a partner of Messrs. Laing, Weldon, Courtois, Clarkson, Parsons, Gonthier & 
Tétrault, advocates, barristers and solicitors. 


Paul G. Desmarais, Chairman and Chief Executive Officer of Power Corporation of Canada, Limited, 
an investment and management company. 


Sir Val (John Norman Valette) Duncan, Chairman and Chief Executive of The Rio Tinto-Zinc Cor- 
poration Limited, an international mining and industrial corporation, of London, England. 


G. Peter Fleck, Chairman of New Court Securities Corporation, an investment banking company, of 
New York, U.S.A. 


Lewis W. Foy, President of Bethlehem Steel Corporation. 


Jean-Paul Gignac, President and Chief Executive Officer of Sidbec-Dosco, manufacturer of steel 
and steel products. 


Dominique de Griéges, Chairman and General Manager of Suez International, an investment and 
holding company, of Paris, France. 


Sam Harris, a senior partner of Fried, Frank, Harris, Shriver and Jacobson, attorneys-at-law, of New 
York, U.S.A. 


Hiro Hiyama, President of Marubeni Corporation, a trading company, of Tokyo, Japan. 
John Hugh Mowbray Jones, retired industrialist. 


Harry W. Macdonell, Executive Vice-President of the Company and President of Churchill Falls 
(Labrador) Corporation Limited. 


Ralph B. McKibbin, Chairman of the Board of Morgan Stanley Canada Limited, investment bankers. 

Robert D. Mulholland, Vice-Chairman of the Board, Bank of Montreal. 

William D. Mulholland, President and Chief Executive Officer of the Company and Chairman and 
Chief Executive Officer of Churchill Falls (Labrador) Corporation Limited. 

Gordon Frizzell Pushie, Industrial Consultant. 


Edmund Leopold de Rothschild, Chairman of N. M. Rothschild & Sons Limited, Merchant Bankers, 
of London, England. 


Sir Mark Turner, Deputy Chairman of The Rio Tinto-Zinc Corporation Limited. 
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Appointment of Auditors 

It is intended that the shares represented by the proxies hereby solicited will be voted for the 
reappointment of Peat, Marwick, Mitchell & Co., 1155 Dorchester Blvd. West, Montreal, Quebec, as 
auditors of the Company to hold office until the next Annual General Meeting of the Company and to 
authorize the directors to fix their remuneration. 


PARTICULARS OF SPECIAL MATTERS TO BE ACTED UPON 


Sale of Assets 


Pursuant to an agreement (‘‘Master Agreement’’) dated June 4, 1974 between the New- 
foundland Government and the Company, the Company has agreed, subject to the approval of its 
Shareholders, to sell (a) to the Newfoundland Government all water rights in Labrador owned by the 
Company and all plans, estimates, maps and other documentation and information relating thereto, 
and (b) to Newfoundland Industrial Development Corporation (‘““NIDC’’), a Newfoundland Crown cor- 
poration, all the shares of Churchill Falls (Labrador) Corporation Limited (““CFLCo’’) owned by the 
Company and all the outstanding shares of Gull Island Power Company Limited on the terms and 
subject to the conditions contained in the Share Purchase Agreement executed between the Com- 
pany and NIDC concurrently with the Master Agreement, the whole for an aggregate purchase price of 
$160 million to be paid in cash at closing, which is to take place immediately following the Meeting. The 
Share Purchase Agreement contains representations and warranties by the Company in favour of NIDC 
which survive for two years after closing and which relate principally to the financial position, assets 
and business of and principal contracts affecting CFLCo and its subsidiary, Twin Falls Power Corpora- 
tion Limited. The Share Purchase Agreement also contains provisions relating to personnel and the 
allocation of administrative facilities. The obligations of the Newfoundland Government and NIDC to 
purchase are subject to ratification by the Legislature of the Province of Newfoundland prior to closing. 


Resolution No. 2* to approve the sale will be submitted at the Meeting for consideration of the 
Shareholders. 


Reference is made to the accompanying Annual Report to Shareholders for 1973 and to the 
pro-forma balance sheet of the Company as at March 31, 1974 included herewith, which set forth a 
description of the Company’s business and the financial position of the Company after giving effect to 
the foregoing sale. It is estimated that this sale will result in an extraordinary gain to the Company of 
approximately $87 million, and in the opinion of the Company and its advisors no income taxes 
should be payable on the sale. 


Copies of the Master Agreement and Share Purchase Agreement may be examined during business 
hours at the office of the Secretary of the Company, One Westmount Square, Westmount, Quebec, and 
at the office of the Corporate Trust Department of The Royal Trust Company at the following locations: 


Royal Trust Building, 139 Water Street, St. John’s, Newfoundland; 
630 Dorchester Boulevard West, Montreal, Quebec; 

Royal Trust Tower, Toronto-Dominion Centre, Toronto, Ontario; 
Royal Trust Tower, Vancouver, British Columbia 


Offer to Purchase Common Shares 


As part of the Master Agreement the Newfoundland Government has undertaken to introduce and 
use its best efforts to have enacted prior to closing legislation which would permit the Company to 
offer to purchase from its Shareholders the issued and outstanding Common Shares of the Company 
for a purchase price per share of $7.07 and to purchase any shares tendered in acceptance of such 
offer. If Resolution No. 2 is passed by the Shareholders, there will be submitted at the Meeting for 
consideration of the Shareholders Resolution No. 3 amending the Articles of Association of the Com- 
pany to authorize this purchase by the Company, and if Resolution No. 3 is passed, Resolution No. 
4 authorizing the Company to make such offer at a price of $7.07 per share. The Company will 
make an offer to its Shareholders in accordance with such legislation within 90 days after the later 
of closing and the date on which such legislation is enacted. 


*The Resolutions to be acted upon at the Meeting are set forth on pages 7 and 8 of this Information Circular. 
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The Company proposes to make elections under the Income Tax Act (Canada) and the Taxation Act 
(Quebec) so that, in the opinion of the Company's tax advisors, the full amount of the offering price of 
$7.07 per share will in effect constitute under such statutes proceeds of disposition to each Canadian 
Shareholder of the shares tendered in acceptance of the offer and no portion thereof will be treated as a 
taxable dividend. 


Undertaking of Principal Shareholders 


The Rio Tinto-Zinc Corporation Limited, Bethlehem Steel Corporation and Marubeni Corporation 
have advised the Company that they will cause the shares beneficially owned or controlled by them in 
the Company, which amount to approximately 53% of the outstanding shares, to be voted for the 
approval of the sale and that they will not accept the Company’s offer to purchase their Common 
Shares and will continue as Shareholders. 


Amendment of Objects 
As the Company's activities extend throughout Canada and elsewhere, it is desirable to replace the 
principal objects of the Company with objects.of a wider nature. Resolution No. 5 to extend the 
objects of the Company will be submitted at the Meeting for consideration of the Shareholders. 


Voting Shares and Principal Holders Thereof 


As at the date hereof, there are outstanding 24,506,986 Common Shares of the Company without 
nominal or par value, being the only class of shares of the Company issued and entitled to be voted at 
the Meeting. 


To the knowledge of the directors and senior officers of the Company, the only person or company 
at the date hereof, which beneficially owns (within the meaning of The Securities Act (Ontario) ), 
directly or indirectly, more than 10% of the Common Shares of the Company is The Rio Tinto-Zinc 
Corporation Limited (““RTZ’’), 6 St. James’s Square, London, England, which itself owns 100 Common 
Shares and which beneficially owns 11,212,164 Common Shares through its subsidiary, Tinto Holdings 
Canada Limited (‘Tinto Holdings’), Suite 3209, Toronto-Dominion Centre, Toronto, Ontario and Tinto 
Holdings’ subsidiary, Thornwood Investments Limited (“Thornwood”), Suite 1101, Royal Trust Build- 
ing, St. John’s, Newfoundland. RTZ thus owns beneficially an aggregate of 11,212,264 Common 
Shares or approximately 46% of the outstanding Common Shares of the Company. Interocean Ship- 
ping Company, c/o The International Trust Company of Liberia, 80 Broad Street, Monrovia, Liberia (a 
subsidiary of Bethlehem Steel Corporation, Bethlehem, Pa., U.S.A.), itself owns 907,767 Common 
Shares or approximately 4% of the outstanding Common Shares of the Company and is a minority 
shareholder in Thornwood. 


Upon a vote by show of hands every Shareholder present in person and every proxy who is not a 
Shareholder and who represents a Shareholder entitled to vote, shall have one vote only. Upon a poll, 
which may be demanded by the chairman of the Meeting or by Shareholders representing not less 
than 5% of the shares represented at the Meeting in person or by proxy and entitled to vote, each such 
Shareholder shall have one vote for each Common Share of the Company registered in his name. A 
Shareholder may appoint another person, who need not be a Shareholder of the Company, as his 
proxy to attend and vote in his place and stead; where a corporation, being a Shareholder entitled to 
vote, is present by proxy, or by a person duly appointed who is not a Shareholder, such proxy or 
person shall, in addition to voting on a poll, be entitled to vote for such corporation on a show of hands. 


Upon a poll the passing of an ordinary resolution requires the approval of a majority of the 
Common Shares of the Company represented at the meeting either in person or by proxy. The Passing 
of a special resolution requires the approval of at least 75% of the votes cast. 


The instrument appointing a proxy shall be in writing under the hand of the Shareholder, or of his 
attorney duly authorized in writing or, if the Shareholder be a corporation, either under its seal or under 
the hand of an officer or its attorney so authorized. 
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The instrument appointing a proxy and the power of attorney or other authority (if any) under 
which it is signed, or a notarially certified copy of such power or authority, to be effective, must be 
returned to The Royal Trust Company, P.O. Box 1810, Station ‘‘B’’ Montreal, Quebec H3B 3L5 not 
less than forty-eight hours before the time appointed for holding the Meeting or adjourned Meeting 
at which the person named in the instrument proposes to vote. The instrument appointing a proxy 
shall be valid only for the Meeting for which it is given or any adjournment thereof. 


Voting of Shares Represented by Management Proxy 


The accompanying form of proxy confers discretionary voting authority upon the persons desig- 
nated therein. The shares represented by any valid Instrument of Proxy on the said form and appoint- 
ing the persons named therein to represent the Shareholder at the Meeting will be voted in accord- 
ance with the directions of the Shareholder as specified in the Instrument of Proxy in respect of each 
resolution referred to in the Notice of Meeting. In the absence of such directions, the shares rep- 
resented by such Instrument of Proxy will be voted in favour of each such resolution. 


Management is not aware of any matters other than those identified in the Notice of Meeting that 
may come before the Meeting. If, however, other matters properly come before the Meeting, or there 
are any amendments or variations to matters identified in the Notice of Meeting, the persons desig- 
nated in the accompanying form of proxy will vote thereon in accordance with their best judgement 
pursuant to the discretionary authority conferred by the Instrument of Proxy with regard to such 
matters. 


Designation of Persons Other Than Those Named in the Management Proxy 


Each Shareholder has the right to designate as his proxy a person other than those designated in 
the accompanying form of proxy to attend and vote for such Shareholder at the Meeting. Any 
Shareholder desiring to exercise such right may do so by striking out the names of the persons 
designated in the accompanying form of proxy and inserting, in the space provided, the name of the 
person he wishes to designate as his proxy, or he may do so by executing an instrument appointing a 
proxy in a form similar to the accompanying form of proxy. 


Revocability of Proxy 


A Shareholder giving a proxy has power to revoke it at any time before it has been exercised, 
provided notice in writing of such revocation shall have been received by the Company at its registered 
office, Suite 4000, Viking Building, Wishingwell Road, St. John’s, Newfoundland A1B 3K3, at least 
forty-eight hours before the commencement of the Meeting or adjourned Meeting at which the Instru- 
ment of Proxy is to be used. 


Remuneration of Management and Others 


The aggregate direct remuneration including salaries, bonuses and retirement allowances paid or 
agreed to be paid to directors and senior officers of the Company during the year ended December 31, 
1973 by the Company and its consolidated subsidiaries, was $255,629 and by its unconsolidated 
subsidiaries, was $156,252. In addition, certain senior officers of the Company whose services were 
provided pursuant to an agreement with Rio Tinto North American Services Limited have received 
remuneration directly from that company. 


The estimated aggregate cost to the Company and its subsidiaries in the year ended December 31, 
1973 of all pension benefits proposed to be paid under any normal pension plan directly or indirectly, 
by the Company and its subsidiaries to directors and senior officers of the Company in the event of 
their retirement at normal retirement age, was $15,998. 


On April 12, 1973 the Company granted to a senior officer, pursuant to the terms of the Stock 
Option Plan of May 6, 1970, an option to purchase on or before April 12, 1978, 7,500 Common Shares of 
the Company at a price of $5.18 per share. The price range of the shares during the thirty-day period 
prior to the date on which the option was granted was from $6 to $53/a. 
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Since January 1, 1973, senior officers exercised options to purchase 198,136 Common Shares of 
the Company as follows: 


Number Price Range of Shares 
Date of of Shares During 30-day Period 
Purchase Purchased Price _ Prior to Date of Purchase 
High Low 
February 16, 1973 3,500 $4.73 $6 $51/2 
March 21, 1973 15,000 $3.70 $6'/s $53/4 
May 10, 1973 3,000 $3.70 $6 $51/4 
May 14, 1973 3,334 $3.70 $57/s $5 1/4 
3,334 $4.62 $57/8 $5 1/4 
August 21, 1973 3,000 $3.70 $6 $5 
3,000 $4.62 $6 $5 
November 1, 1973 1,000 $3.70 $53/4 $5 
December 19, 1973 15,000 $3.70 $5 1/2 $5 
March 20, 1974* 71,500 $3.70 $5 1/4 $4.70 
40,000 $4.17 $5 1/4 ' $4.70 
11,000 $4.62 $51/4 $4.70 
3,334 $5.07 $5 1/4 $4.70 
5,000 $5.18 $51/4 $4.70 
3,334 $5.63 $5 1/4 $4.70 
March 22, 1974* 13,800 $3.70 $5 1/4 $4.70 


* Trading suspended March 11, 1974 to March 31, 1974. 


RESOLUTIONS 


To be proposed as Ordinary Resolutions, except for Resolutions No. 3 and No. 5, 
which are to be proposed as Special Resolutions 


Resolution No. 1 — ‘‘Accounts and Reports” 
RESOLVED 


THAT the Company’s accounts and balance sheet and the reports of the directors and auditors 
for the year ended December 31, 1973 are hereby adopted. 


Resolution No. 2 — ‘‘Sale of Assets’’ 
RESOLVED 


THAT (a) the sale by the Company to Newfoundland Industrial Development Corporation 
(“NIDC’’) of all the shares of Churchill Falls (Labrador) Corporation Limited owned by the 
Company and all the outstanding shares of Gull Island Power Company Limited and (b) the sale 
or surrender by the Company to the Government of the Province of Newfoundland (‘“Govern- 
ment’’) of all water power rights in Labrador owned by the Company and all plans, estimates, 
maps and other documentation and information relating thereto, the whole for an aggregate 
purchase price of $160 million cash and on the terms and subject to the conditions contained in 
the agreements dated June 4, 1974 between the Company and NIDC and the Company and 
the Government, are hereby approved. 


Resolution No. 3 — ‘’Purchase of Common Shares” 
RESOLVED 


THAT, subject to the enactment of enabling legislation of the Province of Newfoundland, the 
Articles of Association of the Company are hereby amended by adding thereto as Article 13A 
the following: 


“13A. The Company may purchase all or any of its Common Shares out of capital or 
otherwise at a price of $7.07 per share pursuant to an offer or offers to be made by the 
Company on such terms and conditions as the Board may determine to each person, firm 
or company whose name appears on the Register as a holder of its Common Shares as 
of a record date to be fixed by the Board and sent to the address of such person, firm 
or company as it appears in the Register. The purchase by the Company of any of its 
Common Shares pursuant to and in accordance with this Article shall be deemed not 
to constitute a reduction of the authorized or issued share capital of the Company and 
the provisions of Part Ill of the Act shall not apply to any such purchase and any shares 
so purchased shall not be cancelled but may be resold from time to time by the Com- 
pany at such prices and on such terms and conditions as the Board may determine.” 


Resolution No. 4 — “Offer to Purchase Common Shares at $7.07 per Share”’ 
RESOLVED 


THAT the Company make an offer to all the holders of its Common Shares to purchase, at a 
price of $7.07 per share, all shares tendered by such holders in acceptance thereof, such offer to 
be mailed within the delays prescribed in the agreement dated June 4, 1974 between the 
Company and the Government of the Province of Newfoundland and to have such other 
terms and conditions and to be in such form as the Board shall determine; 


AND THAT, in respect of each share so purchased, such purchase be made (i) as to an amount 
equal to the quotient obtained by dividing the aggregate amount of paid-up capital of the 
Company at the time of purchase by the number of Common Shares then outstanding, out of 
paid-up capital, and (ii) as to the balance of the purchase price thereof, out of retained earnings. 


ri) 


Resolution No. 5 — “Amendment of Objects” 


RESOLVED 


THAT the Memorandum of Association of the Company is hereby amended by deleting subsec- 
tions (1), (2) and (3) of section 3 and substituting therefor the following: 


‘(1) To explore, investigate, develop and process minerals, natural resources and 
sources of energy and in particular but without limiting the generality of the foregoing, to 
prospect, examine, report on, obtain options on, acquire, own, possess, control, build, 
promote, carry on, manage, operate, improve, turn to account, lease, exchange, sell or 
otherwise dispose of mining, petroleum, timber, energy and other industries utilizing such 
minerals, natural resources and sources of energy. 


(2) And without limiting the generality of the foregoing: 


(a) To purchase, take on lease or otherwise acquire, exchange, sell or otherwise 
dispose of petroleum, natural gas and other hydrocarbons, mines, minerals, quar- 
ries, mining rights, mining lands or any interests therein, mechanical contrivances, 
patent rights or inventions or the rights to make use thereof, lands and privileges, 
including coal, oil and gas lands, and any interest therein, mills, smelters, refineries, 
facilities, plants and relative to the aforesaid, manufacturing, refining, producing, 
processing, generating, commercial, industrial, mercantile and scientific enterprises, 
establishments, plants and works of all sorts; to treat and manufacture the products 
of any or all natural resources and energy sources into merchantable form, articles 
and things; and to buy, sell and otherwise deal in the products and by-products of all 
such business; 


(b) To carry on all operations by which minerals, natural resources and sources of 
energy may be mined, dug, raised, washed, cradled, smelted, refined, processed, 
enriched, crushed or treated in any manner; render such minerals, natural resources, 
sources of energy or any product thereof merchantable by any means whatsoever; 
and sell or otherwise dispose thereof; 


(c) To examine, report upon, acquire by purchase, lease, concession, grant, ex- 
change or otherwise and hold, manage, control, develop, improve, operate, lease, 
sell and dispose of, rights relating to sources of energy, energy power, privileges and 
appropriations for mining, milling, smelting and refining purposes and for irrigation, 
agricultural, manufacturing and other uses and purposes; and to construct, acquire, 
Own, manage, operate, improve and dispose of plants for utilizing and turning to 
account said rights relating to sources of energy and energy power, and for produc- 
ing, generating, and distributing electrical and other power and steam electricity and 
gas for heating, lighting and other purposes, provided, however, that the production 
or distribution of electrical or other power or force beyond the property of the Com- 
pany shall be subject to local and municipal and provincial laws and regulations 
in that connection; 


(d) To carry on the business of generating and transmitting and selling hydro- 
electric and other power or energy for light, heat, power and other purposes and to 
carry On any business in connection with the harnessing and making use of water for 
the purpose of hydro-electric and hydraulic power; 


(e) To make, construct, purchase, take on lease or otherwise acquire or deal with 
roads, railways, and tramways and bridges, reservoirs, canals, water works, electric 
works, gas works and any other works conducive to the interests of the Company. 


(3) To carry on any other business or activity and do anything of any nature which may 
seem to the Company capable of being conveniently carried on by the Company, or 
calculated directly or indirectly to enhance the value of or render more profitable 
any of the Company’s business or property.” 


By Order of the Board 
M. C. BURNES 


Secretary 


Dated as of the 5th day of June, 1974. 


BRINCO LIMITED 
Consolidated Balance Sheets 


and Pro-Forma Balance Sheet 


BRINCO LIMITED 


Consolidated Balance Sheets and 


Pro-Forma Balance Sheet 


Assets 

Current assets: 
Cash and short-term deposits ............. 
Accounts receivable aa 2. faeces a ee te 
Supplies and prepaid expenses ........... 


Investment in Churchill Falls (Labrador) 


Corporation Limited, at equity............. 


Other investments, at cost: 


Abitibi Asbestos Mining Company Limited . 
Coseka Resources Limited ................ 
Other csi be we cle cies ene earn a pee eee 


Fixed assets, at cost less 


accumulated depreciation ................. 


Expenditures on Lower Churchill River project . 
Expenditures on other projects less 


amounts: writtencotl:. 2.52 occu eee 


Organization and financing expenses .......... 


Liabilities and Shareholders’ Equity 
Current liabilities: 


Accounts payable and accruals............ 


Shareholders’ equity: 


Capital StOCk®>; <3 5 crows. ie eee eee 
Rétainedsearnings: . 275. s: aia ee er eee 


*Number of Common Shares outstanding: 


December 31, 1973 24,306,811 shares 
March 31, 1974 24,506,986 shares 


Book value per Common Share 


December 31, 1973 
Audited, as 
presented in 

annual report 


March 31, 1974 
(Unaudited) 


Actual 


Pro-forma 
(note 2) 


(Expressed in thousands of dollars) 


3,055 
245 
27 


5,827 


60,867 


3)23/ 
3,606 
215 


45 
3,356 


1,370 
2,435 


$ 80,958 


879 


74,645 
5,434 


$80,958 


$3.29 


5,455 
295 

<U 
5,847 
63,467 
3,430 
3,606 
216 


36 
3,377 


1,431 
2,435 


$83,845 


659 


75,476 
7,710 


$83,845 


33.50 


164,455 
295 
oy 


164,847 


659 


75,476 
97,431 


$173,566 


$7.06 


Notes 


if 


The consolidated balance sheets include the accounts of British Newfoundland Exploration Limited, Brinco (Quebec) Limited, 
Gull Island Power Company Limited, all wholly owned, 80% owned Fernie Coal Mines Limited and 60% owned Iskut 
Pulpower Ltd. The investment in Churchill Falls (Labrador) Corporation Limited is carried on an equity basis. 


The pro-forma consolidated balance sheet as at March 31, 1974 gives effect as at that date to the following: 


(i) The proposed sale of the Company’s shareholding in Churchill Falls (Labrador) Corporation Limited and its other 
Labrador water power rights and information and studies related thereto for $160,000,000 cash. 


(ii) Estimated expenses of $1,000,000 relating to negotiations for the sale of the assets referred to in (i) above. 


(iii) The write-off of organization and financing expenses which were incurred mainly in connection with the raising of capital 
for investment in Churchill Falls (Labrador) Corporation Limited. 


The agreements to be approved by Shareholders whereby the Company will sell the assets referred to in (i) above will 
provide that after the closing of the sale, the Company will make an offer to its Shareholders of $7.07 per share. Each 
Shareholder will accordingly have the choice of remaining a shareholder in the Company or receiving cash in payment for his 
shares. No redemption of Common Shares has been reflected in the pro-forma balance sheet as at March 31, 1974 since it is 
not possible to estimate the number of shares which may be tendered in response to the offer of $7.07 cash per share. 
Shareholders owning beneficially or controlling 13,120,031 shares have agreed not to tender their shares. 


The Company proposes to record as income up until the effective closing date of the sale referred to in (i) above, its equity in 
the net earnings of Churchill Falls (Labrador) Corporation Limited. In view of the fact that the proceeds of sale are fixed at 
$160,000,000, this will have the effect of reducing the extraordinary gain on the sale ultimately reported in the Company’s 
accounts compared with the gain reflected in the accompanying pro-forma balance sheet. Based on an assumed closing date 
of June 30, 1974 and on estimates of the Company’s proposed expenditures on the Lower Churchill River Project of $10,000 
and of its equity in net earnings of Churchill Falls (Labrador) Corporation Limited for the three months ended on that date of 
$2,475,000, the extraordinary gain reflected in the pro-forma balance sheet and the estimated ultimate extraordinary gain are 
compared as follows: 


Extraordinary Estimated 
gain reflected ultimate 
in pro-forma extraordinary 
balance sheet gain 
(Expressed in thousands of dollars) 
Sal@S; PVOCSCGS cyte wna is dene oie icin pee shore nee nl eee 160,000 160,000 
Kessrestimiated expensesi...tscitinitevan sninieted= ais eualevansa = si tener 1,000 1,000 
159,000 159,000 
Less Carrying value of investment in 
Churchill Falls (Labrador) Corporation Limited.......... 63,467 65,942 
Expenditures on Lower 
ChurchillGRiverprOlectitn.jescne astiece niece: oscilla enor 6) 27/7) 3,387 
Organization and financing expenses ...............04- 2,435 69,279 2,435 71,764 
$89,721 $87,236 


In the opinion of the Company and its advisors, no income tax should be payable by the Company on the sale of the assets 
referred to in (i) above. 


Under the terms of the agreements referred to above, the Company will provide the purchaser with certain warranties and 
representations relating to the financial position of Churchill Falls (Labrador) Corporation Limited and its subsidiary company 
Twin Falls Power Corporation Limited as at December 31, 1973. The Company knows of no matters arising from such 
warranties and representations likely to result in an adjustment to the extraordinary gain. 
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LIMITED and WHOLLY OWNED SUBSIDIARIES 


Consolidated Financial Results 

At the Annual and Extraordinary General Meeting 
held on June 27, 1974, shareholder approval was 
obtained for the sale of the Company’s shares in 
Churchill Falls (Labrador) Corporation Limited to- 
gether with its other Labrador water rights and 
information and studies related thereto for an 
amount of $160,000,000, in cash, to the Government 
of Newfoundland. Immediately thereafter this sale 
was Closed and resulted in an extraordinary gain 
of $87,148,000. 


The consolidated net income for the six months 
ended June 30, 1974, before this extraordinary gain. 
was $4,352,000, or 18 cents per share, as compared 
to $2,644,000, or 11 cents per share, for the same 
period in 1973. Brinco’s share of Churchill Falls 
(Labrador) Corporation Limited net income was 
included to the date of sale of that Company. Re- 
sulting net income for the first six months of 1974 
was therefore $91,500,000. 


In the opinion of the Company’s advisors, no taxable 
gain was realized upon the sale of assets to the 
Government of Newfoundland and, accordingly, 
the accounts do not reflect any provision for tax on 
this transaction. The Company has been further 
advised that for tax purposes a special capital sur- 
plus of approximately $107,000,000 has been 
createdas aresult of this transaction. 


Exploration 

Zinc — Yukon 

In May the transaction with Cypress Resources 
Limited, which had been previously reported, was 
closed. Besides acquiring a share interest in 
Cypress, Brinex also has a working option on 
Cypress’ property in the Bonnet Plume River area 
with the right to obtain a 60% interest in the 


property. 


The first results from this season’s exploration 
by Barrier Reef Resources Limited of its Goz Creek 
property in the Bonnet Plume River area of the 


Yukon were recently reported. The first drill hole 
assayed 17% zinc over a core length of 92 feet, 
including a 67-foot section assaying over 22%. 
Assay results from four other completed holes 
have not yet been received. The drilling program 
is continuing. Earlier this year, Brinco agreed to 
increase its investment in Barrier by purchasing 
an additional 250,000 treasury shares at $3.50 per 
share to provide funds to explore Barrier’s Goz 
Creek property. Brinco also has an option to 
purchase a further 250,000 shares and the right 
either to arrange for or to provide production 
financing for the Goz Creek property; upon such 
financing being secured, Brinco will receive a 
further 500,000 shares at no additional cost, which 
would bring its interest in Barrier to 30%. 


In the same general area of the Yukon Territory, a 
joint venture, in which Brinco holds the largest 
interest, reported the discovery of zinc in outcrop 
and mineralized float while investigating an area 
of high geochemical anomaly. A program of claim 
staking was undertaken to protect the mineralized 
area. It is too early to draw any conclusions as to 
the significance, if any, of this discovery. 


Zinc — State of Washington 

The initial drilling program which began earlier 
this year on a zinc property of Callahan Mining 
Corporation by a joint venture in which Brinco has 
the right to obtain up to a 25.5% interest, has been 
completed with satisfactory results and a further 
program has been authorized and is underway. The 
initial results indicated 4,500,000 tons of material 
grading approximately 444% and fill-in drilling is 
now underway. Adjacent ground, also believed to 
be mineralized, is being considered for drilling in 
due courseas the program progresses. 


Asbestos 

At June 30, 1974, Brinco owned or was entitled to 
have issued to it in consideration of expenditures 
incurred, 1,500,702 shares of Abitibi Asbestos 
Mining Company Limited, constituting approx- 


AUG 2° 1974 


imately 29% of the outstanding shares. In July 1974, 
Brinco concluded the purchase of an additional 
100,000 treasury shares of Abitibi at $1.50 per share 
to provide Abitibi Asbestos with additional working 
capital. Brinco has also entered into private agree- 
ments with two shareholders to purchase an 
aggregate of 897,500 common shares. Upon closing 
of these transactions, Brinco will own shares re- 
presenting approximately 48% of the outstanding 
common shares of Abitibi Asbestos. 


Coseka Resources 

On August 1, 1974, the final closing under the agree- 
ment with Coseka Resources will take place with 
the purchase by Brinco of a further $3,500,000 
principal amount of 8% five-year convertible se- 
cured debentures Series B. This brings Brinco’s 
investment in Coseka to $7,000,000 of which 
$5,000,000 is in secured debentures, convertible 
into common stock. 


Offer to Shareholders 

Shareholder approval was received at the Meeting 
on June 27, 1974, authorizing the Company to offer 
to purchase its common shares at a price of $7.07 
per share. The date upon which this offer com- 
mences will be determined by the directors and, in 
any event, will be on or before September 25, 1974. 
The offer will be entirely voluntary and each share- 
holder will be free to accept or reject it, as he sees 
fit. 


Montreal, Quebec 
July 31, 1974 


On peut obtenir le texte frangais de ce 
rapport auprés du service des Relations 


publiques, Brinco Limited, Un, West- 
mount Square, Montréal, Québec, 


Canada H3Z 282 


Brinco 
LIMITED 
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ONE WESTMOUNT SQUARE, MONTREAL, QUEBEC, CANADA H3Z 2X5 TELEPHONE (514) 931-5771 


September 16, 1974 
a ent Ma ate % Z ead » ; 
TO THE SHAREHOLDERS: aaa pir a adh hgcaag thay 
Rages © ee EP ‘ foS% pe ge Sel 


Brinco Announces Dividend and Merger Plan SEP ad 1974 se, 


The Board of Directors of Brinco Limited today 
declared a special dividend in the amount of $1.20 a share 
payable on October 15, 1974 to shareholders of record on 
September 25, 1974. The Company also will make the necessary 
election to permit the special dividend to be paid from 1971 
Capital surplus on hand and has been advised that the dividend 
will not be taxable in Canada as dividend income in the hands 
of shareholders resident in Canada but will reduce the cost 
base of their shares. With respect to non-resident share- 
holders, the Company has been advised that the dividend will 


not attract Canadian withholding tax. 


At the same time, the Directors also fixed 
September 25, 1974,as the mailing date for the offer to 
purchase outstanding shares of the Company at $7.07 a share. 
Payment for shares tendered prior to 5:00 p.m. Montreal time 
on October 25, 1974,is expected to be made on or about 
November 1, 1974. The period during which the share purchase 
offer is open will, however, be extended beyond October 25 
with payment for shares tendered to be made at regular 


intervals. 


It is intended that shareholders of record on 


September 25 shall be entitled to receive both the special 


dividend of $1.20 a share and, if they should elect to 
tender their shares, the $7.07 cash payment for each share 


so tendered. 


At the same time, the Board of Directors of the 
Company approved an agreement for merger with Rio Algom Mines 
Limited. The agreement provides, among other things, for shares 
of the Company (ex the special dividend) to be valued at $7.30 
a share, subject in certain circumstances to adjustment, for 


purposes of the merger. 


Specifically, for purposes of the merger, relative 
values will be established for Brinco shares and Rio Algom 
common shares on the basis of each Brinco share being valued 
(ex the special dividend) at $7.30. The value of a Rio Algom 
common share will be the weighted average price per share of all 
Rio Algom common shares traded on the Toronto Stock Exchange 
during the 10 consecutive trading days ending seven days prior 
to the effective date of the merger. One Brinco share will be 
equivalent to $7.30 worth of a Rio Algom common share valued as 
aforesaid, but in no circumstances will 10 Brinco shares be 
equivalent to more than three Rio Algom common shares as so 
valued. If the merger is effected by amalgamation, one Rio Algom 
common share will be converted into one common share of the 
amalgamated corporation and Brinco's shares will be converted into 
common shares of the amalgamated corporation on the basis of 
their aforesaid value relative to one Rio Algom common share. 


If an amalgamation of Rio Algom and Brinco is effected after 


December 1317 41974,..but prior to Marchi3l; 1975, then the $7.30 
value ascribed to each Brinco share will be increased by $0.05 
for each half calendar month expiring after December 31, 1974, 


and prior to the effective date of the merger. 


The proposed merger is subject to obtaining all 
necessary governmental approvals and consents and, if 
effected by amalgamation, requires approval by the share- 


holders of each corporation at meetings of such shareholders. 


As a consequence of the foregoing arrangements, 
shareholders of the Company will have a choice between 
receiving either (a) $8.27 a share in cash, consisting of 
the special dividend of $1.20 a share payable on October 15 
plus the $7.07 a share purchase offer, payment for which 
will be made initially on or about November 1, or (b) a 
package consisting of the $1.20 a share special dividend 
plus shares in an ongoing company determined as above. The 
offer to purchase shares will be kept open until shortly before 
the proposed merger to enable shareholders to assess their 


position. 


The companies are advised that, on the basis of 
present Canadian tax law, if the merger is effected by amalgama- 
tion as is the intent, and if Brinco common shareholders as a 
group receive at least 25% of the common shares of the amalga- 
mated company, the transaction would be a tax-free exchange for 
Canadian tax purposes to shareholders resident in Canada and 
elsewhere. In May, 1974, prior to the general election, the federal 
government introduced a budget which has not become law but 


which contained among its provisions a proposal for elimination 


Ge 


of the 25% requirement. It is not known whether the forthcoming 


budget will contain a similar proposal. 


The Rio Tinto-Zince Corporation which directly or 
through subsidiaries controls approximately 59.7% of the 
outstanding shares of Rio Algom and 49.4% of the outstanding 
Brinco shares, has undertaken not to accept the $7.07 cash 
offer and to vote shares controlled by it in each company 


in such manner as may be necessary to accomplish the merger. 


The tax effects of these actions will be different 
for non-Canadian shareholders and they should consult their 


tax advisors as soon as possible. 


As soon as practicable a circular setting forth 
in detail the proposed transactions and the choices available 


to shareholders will be mailed to all shareholders. 


AR30 
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ONE WESTMOUNT SQUARE, MONTREAL, QUEBEC, CANADA H3Z 2X5 TELEPHONE (514) 931-7331 


September 25, 1974 


TO ALL SHAREHOLDERS: 


Accompanying this letter is an offer by Brinco Limited to purchase its outstanding common 
shares for $7.07 per share, an information statement relating to Brinco’s present business and un- 
audited consolidated financial statements as at July 31, 1974. 


It is unusual for a Canadian company to offer to purchase its own shares. However, the recent 
sale to the Government of Newfoundland of the Company’s water power assets—including the in- 
vestment in Churchill Falls (Labrador) Corporation Limited—was an unusual corporate event which 
resulted in a substantial change in your Company’s business and assets. 


On March 18, 1974, after considerable negotiation, the Government of Newfoundland informed 
the Company that if its major shareholder would agree to sell its Brinco shares to the Government 
at $7.07 per share, the province would make a similar offer to all shareholders other than those 
residing in the United States. Your directors and their financial advisors did not consider this price 
to be fair and reasonable and further negotiations resulted in an agreement under which the Com- 
pany agreed to sell its water power assets for $160 million, retaining all its other assets. 


Your directors and their financial advisors were of the opinion that the proceeds of this sale, 
representing approximately $6.53 per share, and the value of the remaining assets, represent a total 
value per share greater than the $7.07 which would have been paid to shareholders under the 
Government's proposed acquisition of Brinco shares. 


It was recognized however that, in view of the substantial change in your Company’s undertak- 
ing which resulted from the sale of its water power assets, some shareholders might prefer to re- 
ceive cash in the amount proposed by Newfoundland. The Company therefore undertook that it 
would, within 90 days from the completion of the sale to Newfoundland, make an offer to purchase 
its shares at $7.07. 


Over the ensuing weeks your directors and management have investigated a number of av- 
enues with a view to identifying that which promised the greatest benefit to our shareholders. The 
Company has recently concluded an agreement with Rio Algom Mines Limited which it believes 
presents shareholders with the opportunity to benefit from the potential of the Company's undertak- 
ing and with a more favorable position that would have been possible under earlier proposals. 


The directors have also declared a special cash dividend in the amount of $1.20 a share payable 
on October 15, 1974, to shareholders of record on September 25, 1974. The Company will make the 
necessary election to permit the special dividend to be paid from 1971 capital surplus on hand and 
has been advised that the dividend will not be taxable in Canada as dividend income in the hands 
of shareholders resident in Canada but will reduce the cost base of their shares. With respect to 
non-resident shareholders, the Company has been advised that the dividend will not attract Cana- 
dian withholding tax. 


Accordingly, after payment of the special dividend of $17.20 a share, shareholders will have the 
choice of accepting $7.07 for their Brinco shares pursuant to the offer accompanying this letter, or 
of participating in an ongoing company resulting from a combination of Brinco and Rio Algom. 


The preferred method of combination is by a statutory amalgamation of the two companies. If 
amalgamation cannot be effected, Rio Algom will offer to exchange its shares for Brinco shares. 
Details of the arrangements are contained under the captions ‘‘The Proposed Merger’ and ‘‘Tax 
Consequences” in the enclosed material. Brinco shareholders are thus afforded the opportunity of 
receiving either, (1) $8.27 per share in cash, consisting of the special dividend of $1.20 per share 


which is payable on October 15, 1974 to shareholders of record on September 25, 1974 plus $7.07 
per share payable if the offer to purchase made in the enclosed material is accepted, or (2) a pack- 
age consisting of the special dividend of $1.20 per share plus shares of an amalgamated company, 
(or, if the transaction should proceed by means of a share exchange offer, shares of Rio Algom). 


It should be noted that the provisions for share valuation in alternative (2) are complicated and 
the value of the shares which would be received for Brinco shares would be determined by the 
market value of Rio Algom shares during a future period and may vary up or down from the cur- 
rent value of Rio Algom shares. Accordingly, shareholders are urged to study with care the details 
of the agreement with Rio Algom summarized in the enclosed “Offer to Purchase” and may also 
wish to consult their financial advisors. 


The combination of Brinco and Rio Algom will occur upon completion of certain legal require- 
ments, including the approval of certain governmental and regulatory authorities, and, in the case 
of amalgamation, the approval of the shareholders of both companies as required by applicable 
law. (If all governmental approvals and consents have not, in the reasonable opinion of either com- 
pany, been obtained by March 31, 1975, either company may elect not to proceed with the combi- 
nation.) 


The offer by the Company to purchase its shares for $7.07 in cash will remain open until shortly 
before the consummation of the combination to allow shareholders ample time in which to con- 
sider the alternatives open to them. 


The Rio Tinto-Zinc Corporation Limited, which either directly or through subsidiaries controls 
approximately 49.3% of the outstanding Brinco shares and 59.7% of the outstanding Rio Algom 
common shares, has undertaken not to accept the $7.07 cash offer and to vote shares controlled by 
it in each company in such manner as may be necessary to accomplish an amalgamation. It has 
also undertaken that it will exchange its Brinco shares for shares of Rio Algom if the transaction 
takes the form of a share exchange rather than an amalgamation. 


Your directors are pleased that Brinco shareholders will have an opportunity to participate 
in a large, dividend-paying, resource company of which the Brinco assets will form an important 
part. On the other hand, those shareholders whose investment objectives are not met by such par- 
ticipation, will have an opportunity to realize upon their investment in Brinco shares at a price 
which, having regard to the special dividend referred to above, is more representative of the intrin- 
sic value of their Brinco shares. 


We urge each shareholder to read and consider carefully the information enclosed before 
making a decision. Detailed information with respect to the proposed combination of Brinco and 
Rio Algom will be mailed to you as soon as possible. 


(Sgd.) R. D. Mulholland 
Chairman 


(Sgd.) W. D. Mulholland 
President 


BRINCO LIMITED 
One Westmount Square 
Montreal, Quebec H3Z 2X5 


OFFER TO PURCHASE 
ITS COMMON SHARES 
FOR CASH AT $7.07 PER SHARE 


September 25, 1974 
To the Holders of Common Shares of Brinco Limited: 


Brinco Limited (‘“‘Company’’) hereby offers (‘Offer’) to purchase at $7.07* per share, in cash, 
any and all of its issued and outstanding common shares without nominal or par value (‘“Shares’’). 
The Offer is made upon the terms and conditions set forth herein and in the accompanying letter of 
transmittal and the instructions contained therein (‘‘Letter of Transmittal’’). 


Each shareholder should evaluate carefully all of the information contained herein and in the 
accompanying information statement (“Information Statement’’) before deciding whether to accept 
the Offer. Unaudited financial statements of the Company and its subsidiaries as at July 31, 1974 
and for the seven months ended on that date are set forth beginning on page 21. The 1973 year- 
end audited financial statements are contained in the Company’s annual report which was mailed 
to all shareholders. Additional copies of the annual report may be obtained from the Secretary of 
the Company. 


Shareholders should take special note of the fact that the respective boards of directors of Rio 
Algom Mines Limited (‘Rio Algom’’) and of the Company have approved heads of agreement re- 
specting a merger** of the two companies which will take the form either of an amalgamation 
(‘Amalgamation’) of the Company and Rio Algom as a single continuing corporation (‘“Amalga- 
mated Company”) or a share exchange offer (“Exchange Offer’’) by Rio Algom. The proposed 
transaction is described in detail on page 5 under ‘‘The Proposed Merger’. Reference is also made 
to ‘“Tax Consequences” on page 8 for a discussion of the tax consequences to Brinco shareholders 
under the Amalgamation and the Exchange Offer. 


As of September 16, 1974 there were 24,608,485 Shares outstanding. Of such number, The Rio 
Tinto-Zinc Corporation Limited (‘‘RTZ’’) directly owned 100 Shares. At that date, its wholly-owned 
subsidiary Tinto Holdings Canada Limited directly owned 6,100 Shares and owned 80% of Thorn- 
wood Investments Limited (“Thornwood”), which in turn owned 12,113,831 Shares. RTZ thus con- 
trolled an aggregate of 12,120,031 Shares or approximately 49.3% of the Shares outstanding. Beth- 
lehem Steel Corporation (‘Bethlehem’), through a wholly-owned subsidiary, is a 20% minority 
shareholder in Thornwood. 


As of September 16, 1974, there were 12,261,139 Rio Algom common shares outstanding. At 
that date, Preston Mines Limited, which was 80.89% beneficially owned by RTZ, owned 5,382,400 
Rio Algom common shares, representing 43.90% of such shares. In addition, at that date RTZ was 
the beneficial owner of an additional 1,932,039 Rio Algom common shares, representing 15.76% of 
such shares. RTZ thus controlled an aggregate of 7,314,439 Rio Algom common shares, represent- 
ing 59.66% of such shares outstanding. 


RTZ and Thornwood, which together beneficially own or control 12,120,031 Shares, have under- 
taken that none of such Shares will be tendered in acceptance of the Offer. Accordingly the max- 
imum number of Shares which may be tendered pursuant to the Offer is 12,488,454 Shares, con- 
stituting approximately 50.7% of the Shares outstanding. The maximum aggregate purchase price 
therefor is $88,293,370. The Company will purchase all Shares validly tendered by the Expiry Date 
(as hereinafter defined). 


*All references herein are to Canadian Funds. 


**The term ‘‘merger” is used throughout in its broad business sense as including any combining of the businesses of two 
_ separate compagnies. 


In addition RTZ and Thornwood have undertaken to vote the Brinco and Rio Algom common 
shares beneficially owned or controlled by them in favour of the Amalgamation if the proposed 
merger should take that form. They also intend to exchange their Shares for Rio Algom common 
shares if the proposed merger is by Share Exchange. 


The Offer is being sent to all shareholders whose names appear at the close of business on 
September 25, 1974 on the registers of the Company in the offices of its registrar and transfer 
agent, The Royal Trust Company, which (at its principal offices in the cities of St. John’s, Montreal 
and Toronto only) is acting as the depositary for the Offer (the ‘‘Depositary’’). The Offer may also be 
accepted by the successors and assigns of such shareholders (including persons who become 
shareholders after September 25, 1974 and prior to the Expiry Date), and the Company will accept 
tenders of Shares from such successors and assigns (including such subsequent shareholders), re- 
ceived prior to the Expiry Date, if they comply with the terms of the Offer. 


Any Shareholder who wishes to accept the Offer in whole or in part must complete the Letter 
of Transmittal in accordance with the instructions contained therein and forward the Letter of 
Transmittal together with his Share certificate(s) to the Depositary so that they are in the 
Depositary’s possession by the Expiry Date defined below. 


TERMS OF THE OFFER 
Expiry Date 


Unless extended, the Offer will expire at 5:00 p.m. Montreal time on the earlier of, (1) (a) a date 
to be determined which will be between the date of the mailing of the notice for the Company’s 
shareholders’ meeting called to approve the Amalgamation and the date on which such meeting 
will be held, or (b) a date to be determined which date will occur after the commencement but prior 
to the expiration of the Exchange Offer, or (2) March 31, 1975. With respect to (1) above, it is 
intended that the Offer will remain open for a reasonable period after the shareholders have been 
notified of the date on which the Offer will expire. 


Procedure for Tendering Shares 


The Offer may be accepted only by delivering or mailing to the Depositary, at its principal office 
in any of the cities of St. John’s, Montreal or Toronto, the certificate or certificates representing the 
Shares in respect of which the Offer is accepted, accompanied by a duly completed and signed 
Letter of Transmittal. Shareholders who wish to accept the Offer should remove and complete the 
Letter of Transmittal included at page 27. Any such certificate and Letter of Transmittal must arrive 
at any one of the said offices of the Depositary no later than the Expiry Date. For those sharehold- 
ers who choose to tender only some of the Shares represented by a certificate, a new share cer- 
tificate will be issued for the Shares not being tendered. The instructions to be followed by such 
shareholders are contained in the Letter of Transmittal. 


Shareholders who wish to forward their certificates by mail are advised to use registered mail 
for their own protection. 


The Letter of Transmittal and the acceptance of the Offer evidenced thereby will constitute an 
agreement between the tendering shareholder and the Company, in accordance with the terms 
hereof and of the Letter of Transmittal, only when the duly signed Letter of Transmittal and 
certificate(s) representing the Shares tendered are in the possession of the Depositary. 


All questions as to the validity, form, eligibility and acceptance of any tendered Shares shall be 
determined by the Company, whose determination shall be final and binding. 


Payment of Purchase Price 


For purposes hereof, 5:00 p.m. Montreal time on October 25, 1974, and on the last Friday in 
each month thereafter during the currency of the Offer, and on the Expiry Date, are each referred to 
as a ‘Tender Record Date”’. 


As soon as practicable after each Tender Record Date, the Company will purchase Shares 
which have been validly tendered to the Depositary pursuant to the Offer prior to such Tender Rec- 
ord Date. Cheques of the Company in payment-for such Shares will be issued on behalf of the 
Company by the Depositary payable in Canadian funds and mailed by first class mail to tendering 
shareholders as soon as practicable thereafter. 


Right of Withdrawal 


Any tender of Shares pursuant to the terms hereof may be revoked and such Shares with- 
drawn at any time prior to the Tender Record Date applicable to such Shares by written notice to 
the Depositary from the tendering shareholder or his authorized attorney. Any such notice, to be 
valid, must be in the possession of the Depositary by such Tender Record Date. 


REASONS FOR THE OFFER 


Under the agreements with the Government of Newfoundland (““Government’’) and the New- 
foundland Industrial Development Corporation (‘“NIDC’’), a Crown corporation of the Government, 
the Company's equity interest in Churchill Falls (Labrador) Corporation Limited, its rights to 
water power sites in Labrador, and plans, estimates and other documentation and information relat- 
ing thereto were sold to the Government and NIDC for a price of $160 million in cash. In view of 
the substantial change in the Company’s undertaking resulting from this sale, the Company desired 
to give shareholders an opportunity to receive cash equal to the amount proposed by the Govern- 
ment in the legislation introduced to acquire the Shares. Accordingly the Offer and the price of 
$7.07 per Share were provided for in such agreements. Special legislation was enacted pursuant to 
such agreements in order to enable the Company to make the Offer. Shares purchased pursuant to 
the Offer will not be cancelled, but will be held in the treasury of the Company. Such Shares may 
be resold from time to time by the Company at such prices and on such terms and conditions as its 
board of directors may determine. 


SPECIAL DIVIDEND 


On September 16, 1974 the board of directors of the Company declared a special dividend of 
$1.20 per Share payable on October 15, 1974 to shareholders of record on September 25, 1974. 
Reference is made to ‘‘Tax Consequences” on page 8 for an explanation of the treatment of this 
dividend for Canadian tax purposes. 


THE PROPOSED MERGER 


Complete information concerning the proposed merger will be 
furnished to shareholders as soon as practicable 


Heads of Agreement 


The following sets forth certain provisions of the heads of agreement approved by the respec- 
tive boards of directors of the Company and Rio Algom on September 16, 1974. 


1. It was acknowledged that Brinco would pay a dividend of $1.20 per share during October, 1974 
out of 1971 capital surplus on hand; 


2. It was also acknowledged that Brinco would, not later than September 25, 1974, make a tender 
offer to its shareholders to purchase such of Brinco’s shares as might be tendered during the 
offer period at a price of $7.07 per share. The tender offer would provide that all shares ten- 
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dered on or before October 25, 1974 would be taken up and paid for by Brinco on or about 
November 1, 1974 and thereafter during the offer period at regular intervals; 


It was also acknowledged that the preferable method of merging the corporations would be by 
way of statutory amalgamation under the laws of Ontario. If the governmental approvals and 
consents necessary for amalgamation were not forthcoming then, provided that the necessary 
consents and approvals could be obtained on terms and conditions acceptable to Rio Algom 
and presently existing Canadian income tax laws as amended by the proposed budget were 
then in force, Rio Algom would make a share exchange offer to the Brinco shareholders. Any 
such share exchange would be conditional upon Rio Algom obtaining more than 50% of the 
outstanding Brinco shares; 


The Brinco tender offer would give particulars of the proposed merger and would remain open 
for acceptance by Brinco shareholders until a date as close as reasonably practicable to the 
effective date of the merger so as to enable Brinco shareholders to consider the merits of ac- 
cepting the tender offer or of continuing as a shareholder of the merged corporation; 


For purposes of the merger, relative values would be established for Brinco shares and Rio 
Algom common shares as follows: 


(i) Each Brinco share (ex the special dividend referred to in paragraph 1 above) would, subject 
to (vi) below, be valued at $7.30; 


(ii) The value of a Rio Algom common share would be the weighted average price per share of 
all Rio Algom common shares traded on The Toronto Stock Exchange during ten consecu- 
tive trading days ending on an agreed date; 


(iii) Ten Brinco shares valued at $7.30 per share would be equivalent to the number of Rio 
Algom common shares equal to the quotient obtained by dividing $73 by the value of a Rio 
Algom common share determined in accordance with (ii) above, but in no circumstances 
would ten Brinco shares be equivalent to more than three Rio Algom common shares; 


(iv) If the merger is effected by amalgamation one Rio Algom common share would be con- 
verted into one common share of the Amalgamated Company. One share of the Amalga- 
mated Company would be issued for that number of Brinco shares that was equal to the 
quotient obtained by dividing ten by the number of Rio Algom common shares determined 
under (iii) above; 


(v) If the merger were effected by share exchange, relative values and exchange ratios would 
be established by the same means but shares issued in exchange for Brinco shares would 
be shares of Rio Algom; 


(vi) If an amalgamation of Brinco and Rio Algom were effected after December 31, 1974 and 
prior to March 31, 1975 then, for the purposes of (i) and (iii) above, the value of each Brinco 
share would be increased by $.05 for each half calendar month expiring after December 31, 
1974 and prior to the effective date of the amalgamation; 


(See Schedule A following for examples of calculations) 


If, by March 31, 1975, all governmental approvals and consents to the merger had not, in the 
reasonable opinion of either party, been obtained, then either Rio Algom or Brinco could elect 
not to proceed with the merger; and 


If after September 16, 1974 and prior to the effective date of the merger, Brinco were to change 
or become obligated to change its authorized or issued capital (except pursuant to the exercise 
of presently existing employee stock options), incur any additional material obligation or liabil- 
ity, or materially alter any existing obligation, without prior written consent of Rio Algom, then 
Rio Algom could elect not to proceed with the merger. Nothing would obligate either corpora- 
tion to proceed with the merger by way of amalgamation if a material adverse change should 
occur in the business or financial condition of the other corporation. 
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Schedule A 


Example One 


Assume (i) each Brinco share is valued at $7.30; 
(ii) the weighted average price per Rio Algom common share is $24. 


Based upon the foregoing assumptions, the number of Rio Algom common shares deter- 
mined under clause (iii) of paragraph 5 will be the quotient obtained by dividing $73 by $24, i.e. 
3.041666; however since 10 Brinco shares cannot be equivalent to more than 3 Rio Algom 
common shares, the number of Rio Algom common shares so determined becomes 3. One 
common share of the Amalgamated Company will be issued for 3.333 Brinco shares since the 
quotient obtained by dividing 10 by 3 is 3.333. 


Example Two 
Assume (i) each Brinco share is valued at $7.30; 
(ii) the weighted average price per Rio Algom common share is $26. 


Based upon the foregoing assumptions, the number of Rio Algom common shares deter- 
mined under clause (iii) of paragraph 5 will be the quotient obtained by dividing $73 by $26, i.e. 
2.807692. One common share of the Amalgamated Company will be issued for 3.562 Brinco 
shares as the quotient obtained by dividing 10 by 2.807692 is 3.561644. 


Rio Algom 


Rio Algom is a major Ontario corporation with over 13,000 common shareholders. Its common 
shares are listed on the Toronto, Montreal and American stock exchanges. Rio Algom is engaged 
directly and through subsidiaries in two principal lines of business: mining operations and steel 
operations. Rio Algom’s mining operations consist of the exploration for and mining of ores and 
minerals; its principal products are uranium oxide, copper and molybdenum which are marketed in 
concentrate form. The steel operations consist of the production and marketing, for further manufac- 
ture by independent purchasers, of a wide variety of mill products, and the marketing of metal pro- 
ducts purchased from other manufacturers. 


Mining Operations 

Rio Algom’s uranium operations consist of the mining and milling of uranium ore to produce 
uranium oxide in concentrates. These operations are conducted in the Elliot Lake area in Ontario and 
in San Juan County in the State of Utah. Rio Algom’s copper operations consist of the mining 
and milling of copper-bearing ore to produce copper and certain other minerals in concentrates, 
which are sold to independent purchasers for smelting and refining. These operations are conducted 
in the Highland Valley area of British Columbia by Lornex Mining Corporation Ltd., which is 56.15% 
owned by Rio Algom, and at Mines de Poirier in the Joutel area of Quebec by Rio Algom. 


Stee/ Operations 


The principal activity of Rio Algom’s steel operations is the production and marketing of stain- 
less and specialty steels. Production is carried on under the name “‘Atlas Steels’’ at plants in Wel- 
land, Ontario, and Tracy, Quebec. This production involves the conversion of steel scrap and alloy 
materials into a wide variety of mill products, including, billets, bars, forgings, sheet, strip and 
plate, which are used by independent purchasers in the fabrication of end-use products. Marketing 
is carried on directly and by a service centre distribution network and through subsidiaries under 
the name “Atlas Alloys’. Atlas Alloys markets in North America and elsewhere both the steel prod- 
ucts produced by Atlas Steels and steel and other products purchased from others. 
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MARKET PRICE RANGE AND VOLUME OF TRADING OF BRINCO SHARES 


The following is a summary showing the price range and volume of Shares on the Montreal 
Stock Exchange (‘’M.S.E.’”) and on The Toronto Stock Exchange (“T.S.E.’’) during the six month 
period preceding the date of the Offer. 


M.S.E. T.S.E. 


Month High Low Volume High Low Volume 
March 51/2 51/4 3,200 51/2 51/4 23,500 
April 67/8 63/g 63,358 67/s 61/4 199,300 
May 65/8 63/g 128,381 65/8 63/g 213,900 
June 65/g 61/2 44,953 63/4 61/2 187,000 
July 63/4 61/2 30,158 63/4 61/2 90,300 
Aug. 63/4 63/4 69,376 67/8 63/4 103,083 
Sept. 1-12 67/8 63/4 27,625 67/8 63/4 43,092 
Sept. 17-19 81/3 73/4 107,616 81/8 73/4 240,242 


On March 11, 1974, prior to the opening of the M.S.E. and the T.S.E., trading in the Shares was 
suspended at the request of the Government of Newfoundland. The last trade prior thereto was at a 
price of $5.25 per Share. Such suspension continued until April 1, 1974. 


The last sale price on September 12, 1974 on both the M.S.E. and the T.S.E. was $6.75 per 
Share. Trading in the Shares was halted on September 13, 1974 and September 16, 1974 by the 
M.S.E. and T.S.E. at the request of the Company, pending the announcement of the special di- 
vidend and the proposed merger. 


TAX CONSEQUENCES 


The following information has been furnished by the Company’s tax advisors and relates to all 
Brinco shareholders, other than RTZ and related companies, who hold their Shares as capital property. 


CANADA 
Special Dividend 


On September 16, 1974 the Company declared a cash dividend of $1.20 per Share. The Com- 
pany will elect under the Income Tax Act (Canada) and the Taxation Act (Quebec) prior to the pay- 
able date to have this dividend (hereinafter referred to as the ‘Capital Surplus Dividend’’) deemed 
paid out of the Company’s 1971 Capital Surplus on Hand. For Canadian income tax purposes the 
receipt of a dividend out of 1971 Capital Surplus on Hand by a shareholder resident in Canada is 
treated, in effect, as a return of capital and is not taxable as dividend income in the shareholder's 
hands. Such shareholder is, however, required to reduce the adjusted cost base of his Shares by 
the amount of the Capital Surplus Dividend received. Corporate shareholders would include the 
amount of the Capital Surplus Dividend in the computation of their own 1971 Capital Surplus on 
Hand where relevant. Shareholders not resident in Canada will not be subject to Canadian non- 
resident withholding tax on the Capital Surplus Dividend. Non-resident shareholders are, in general, 
not subject to Canadian capital gains taxation with respect to Shares and therefore are not required 
to maintain an adjusted cost base of their Shares for Canadian income tax purposes. 


The Offer 


Each shareholder whose Shares are purchased pursuant to the Offer will be deemed to have 
received a per Share return of capital (proceeds of disposition) equal to the paid-up capital of ap- 
proximately $3.08 attributable to each Share. Each such shareholder will also be deemed to have 
received a per Share dividend of approximately $3.99, which is equal to the difference between 
$7.07 and the approximate paid-up capital per Share. The Company will elect under the Income Tax 
Act (Canada) and the Taxation Act (Quebec) to have this deemed dividend paid out of the 1971 
Capital Surplus on Hand of the Company (such dividend being referred to as the ‘‘Second Capital 
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Surplus Dividend’’). The Second Capital Surplus Dividend is considered a return of capital (effec- 
tively additional proceeds of disposition) to such shareholder and is not taxed in his hands as a 
dividend. 


Whether a shareholder resident in Canada will have a gain, a loss, or no gain or loss with re- 
spect to each Share purchased under the Offer will depend upon his adjusted cost base for such 
Share immediately before the purchase. In computing his gain or loss position, the per Share Sec- 
ond Capital Surplus Dividend is deducted from the adjusted cost base of each Share purchased and 
from the $7.07 per Share purchase price. The reduced ‘‘proceeds’’ of $3.08 per Share are then com- 
pared to the reduced adjusted cost base to determine the gain or loss. Where the reduction in the 
adjusted cost base for the Second Capital Surplus Dividend produces a negative amount, this nega- 
tive amount should be added to the proceeds of $3.08 to produce the per Share gain. In general, 
when such reduction produces a positive amount, this positive amount should be deducted from 
the proceeds of $3.08 to produce the per Share gain. Where such shareholder holds the Share as a 
capital asset one-half of any gain will be included in his income as a taxable capital gain. 


The foregoing tax treatment with respect to the Offer has been confirmed in an Advance In- 
come Tax Ruling received from the Department of National Revenue (Canada). 


Shareholders not resident in Canada will not be subject to Canadian tax with respect to any 
gain realized on purchase of their Shares by the Company. The Second Capital Surplus Dividend 
deemed to be received by them as a result of the transaction will not be subject to Canadian non- 
resident withholding tax. 


Amalgamation 


On the basis of present law, providing Brinco common shareholders, as a group, receive noth- 
ing other than common shares which comprise at least 25% of the common shares of the Amal- 
gamated Company, the transaction would be a tax-free exchange, for Canadian tax purposes, to 
shareholders resident in Canada and elsewhere. The adjusted cost base to each shareholder resi- 
dent in Canada of his Brinco Shares would carry over and form the adjusted cost base of the com- 
mon shares that such shareholder would receive in the Amalgamated Company. The May 6, 1974 
budget of the federal government (which did not become law) proposed, among other things, to 
eliminate this 25% requirement and the forthcoming budget may contain a similar proposal. 


Exchange Offer 


There is no provision at present in Canadian tax law for tax-free share for share exchanges. 
Therefore, in general, each Brinco shareholder who is resident in Canada and who exchanges his 
Shares for Rio Algom common shares would be subject to the Canadian capital gain provisions and 
will be considered to have disposed of his Brinco Shares for Canadian tax purposes for proceeds 
equal to the fair market value of the Rio Algom common shares at the time of the exchange. 
Whether the shareholder resident in Canada will have a gain, a loss or no gain or loss with respect 
to each Brinco Share exchanged will depend upon his adjusted cost base for such Share im- 
mediately before the exchange. 


If the federal government's forthcoming budget adopts share for share exchange provisions 
similar to those proposed in the May 6, 1974 budget then, providing no consideration is received by 
a shareholder resident in Canada for his Brinco Shares other than common shares of Rio Algom, in 
general such shareholder would have a tax-free exchange of his Brinco Shares for Rio Algom 
common shares with the adjusted cost base of his Brinco Shares becoming the adjusted cost base 
of his Rio Algom common shares. This is on the assumption that any such amendments in the tax 
laws would be implemented by the provinces of Canada as well as the federal government and that 
such amendments would be in force at the date the share exchange takes place. 


In general, shareholders not resident in Canada will not be subject to Canadian tax on any gain 
realized on such a share exchange under present laws, nor would they be subject to tax under any 
_ provisions similar to those proposed in the May 6, 1974 budget. 
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OTHER JURISDICTIONS 
Special Dividend 


All shareholders subject to taxation in other jurisdictions should consult with their tax advisors 
as to the taxation by such other jurisdictions of the Capital Surplus Dividend. 


The Offer 


All shareholders subject to taxation in other jurisdictions tendering their Shares for purchase, 
particularly those tendering fewer than all of their Shares, are also encouraged to consult with their tax 
advisors concerning the tax consequences of their tendering Shares pursuant to the Offer and the 
application of the relevant tax laws and regulations to their particular circumstances. 


In this regard no special Canadian taxes were paid to create the 1971 Capital Surplus on Hand 
out of which the Capital Surplus Dividend and the Second Capital Surplus Dividend will be deemed 
to be paid. 


Amalgamation and Exchange Offer 


All shareholders subject to taxation in other jurisdictions should consult with their tax advisors 
as to the taxation by such other jurisdictions of either the Amalgamation or the Exchange Offer. 


BRINCO LIMITED 


By (sgd.) W. D. Mulholland 


President 
(sgd.) M. C. Burnes 
Secretary 
Depositary: 
The Royal Trust Company 
Delivery Addresses 
St. John’s Montreal Toronto 
The Royal Trust Company The Royal Trust Company The Royal Trust Company 
Royal Trust Building 630 Dorchester Boulevard West 23rd Floor 
139 Water Street Montreal, Quebec Corporate Trust Dept. 
St. John’s, Newfoundland Royal Trust Tower 


Toronto-Dominion Centre 
Toronto, Ontario 


Mailing Addresses 
St. John’s Montreal Toronto 
The Royal Trust Company The Royal Trust Company The Royal Trust Company 
P.O. Box 5339 P.O. Box 1810 P.O. Box 7500 
St. John’s, Newfoundland Station B Station A. 
A1C 5W3 Montreal, P.Q. Toronto, Ontario 


H3B 3L5 M5W 1P9 


Additional copies of this Offer to Purchase and the Letter of Transmittal may be obtained from 
the Depositary at the addresses set forth above. 
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Brinco 


September 25, 1974 
INFORMATION STATEMENT 


Except as otherwise indicated, this Information Statement is prepared as of September 16, 1974, 
and the accompanying financial information is as of July 31, 1974. 


Since June, 1974, when Brinco received $160 million in cash from the Province of Newfound- 
land for the sale of the Company’s water power assets, Brinco has increased its investments in 
Abitibi Asbestos Mining Company Limited, Coseka Resources Limited and Barrier Reef Resources 
Ltd. (N.P.L.). At August 31, 1974, Brinco had in excess of $155 million in cash and short-term de- 
posits plus substantial investments in a number of exploratory and developing resource companies. 


Other than current assets, which included cash on hand and short-term deposits at July 31, 
1974 of $163,520,000, the Company’s assets were represented by the following investments which 
are shown at cost less amounts written off: 

July and August figures are shown to 
reflect changes which have occurred 
since July 31, the date of the accompanying 
Financial Statements. 


August 31 July 31 
ere Se aren cl As, 
Abitibi Asbestos Mining 
Perma val ionite hel ase ee teaiabinuacenh: $y. dec aeack oni irs @ +> eae es $ 6,766,000 $4,221,000 
Bape RESO UlCES.LilNtGOlen:ie + sae ce s.r Savane ee tae ais os GER ets 7,106,000 3,606,000 
Barienmecimesources taat4NeP.L:) so .5 aves ence cena ss ee a ee 1,088,000 213,000 
Sy LOSS RESOUNCESS LINMILOG cr. laces ews awe WS aR erie y=» MOMS ee oo 204,000 204,000 
15,164,000 8,244,000 
Land, buildings, equipment and 
leasehold:improvements: 2: azntevd. «co Go. Sitienlioeear «étage ane 458,000 478,000 
BEOleCCOSIS ie. Ftests Ne ee Seek “ie ae a eke es 2 es ee 1,148,000 1,125,000 


$16,770,000 $9,847,000 


All exploration costs expended on the concessions in Newfoundland and Labrador, the interest 
in the Kitts/Michelin uranium deposits in Labrador, and various exploration ventures in Canada and 
the United States—amounting to approximately $13 million at December 31, 1973—have been writ- 
ten off and any on-going value is not reflected in the above figures. Earnings to June 30, 1974 were 
represented almost entirely by the Company’s interest in Churchill Falls. 


Substantially all of the Company’s present income comes from interest at current rates on its 
short-term deposits. 
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The Company’s current activities fall primarily within three areas: 


qe 


Base Metals 


With particular emphasis on zinc, the Company has numerous interests in properties either 
(A) indirectly through equity participation in other corporations or (B) directly through ex- 
ploration programs being operated by the Company’s wholly-owned subsidiary, British New- 
foundland Exploration Limited (‘Brinex’’), and other programs in which the Company's 
subsidiaries are joint venture participants. 


Industrial Minerals 


The Company is concentrating its efforts on asbestos and on limestone for cement. The 
current world-wide short supply of certain types of asbestos fibre is expected to persist into 
the foreseeable future. 


Energy Resources 


The Company’s diverse interests in various types of energy resources include uranium, 
natural gas and oil, and coal. 


1. Base Metals 
(A) Participation in Companies 


The Company has taken equity positions in three companies — Barrier Reef Resources Ltd. 


(N.P.L.), Cypress Resources Limited and Nordore Mining Co. Ltd.—the first two of which have 
substantial property interests in the Bonnet Plume River area of the Yukon Territory. This area 
has attracted attention in recent months because of the occurrence of considerable zinc 
mineralization. 


Barrier Reef Resources Ltd. (N.P.L.) (“Barrier Reef’’) 


The Company currently owns 444,100 shares of Barrier Reef, of which 250,000 treasury 
shares were acquired in August at $3.50 per share to provide funds required to explore 
Barrier Reef’s Goz Creek property in the Bonnet Plume River area. In addition, Barrier Reef 
granted to the Company an option, exercisable on or before September 30, 1975, to pur- 
chase an additional 250,000 treasury shares of Barrier Reef at $4.50 per share to provide 
further funds to explore the Goz Creek property. The Company also has the right to provide 
Or arrange production financing for the Goz Creek property in consideration of which the 
Company would receive a further 500,000 shares of Barrier Reef. If the Company acquired 
all the above-mentioned shares it would own approximately 30% of the issued capital of 
Barrier Reef. Barrier Reef shares are listed on the Vancouver Stock Exchange and in 1974 
have traded at prices ranging between 70 cents and $6.60. 


The Goz Creek property is located in rugged terrain, with elevations between 3,700 feet 
and 6,300 feet, approximately 120 miles south of the Arctic Circle and 125 miles northwest 
of Mayo in the Yukon Territory. At present access to the property is only by aircraft. The 
nearest mining operations are at Keno Hill, approximately 100 miles to the southeast. 


To September 7, 1974, Barrier Reef had completed 18 drill holes on the property, along 
a strike length of approximately 1,000 feet. Assay results have been received on 13 holes of 
which 10 encountered zinc sulphide mineralization grading between 2.5% and 32.0% zinc 
over intersections ranging between 32 feet and 162 feet. The mineralized zone was inter- 
sected approximately 100 feet below the surface. 


While initial results are encouraging, it is too early to assess the potential of the prop- 
erty or how much additional exploration work will be required to determine the existence 
of an ore body. The Company understands that Barrier Reef will from time to time an- 
nounce further drilling results to the Vancouver Stock Exchange, which results will also be 
released to the press. 


WZ 


(B) 


Cypress Resources Limited (‘“Cypress’’) 


In May, the Company purchased 130,000 shares of Cypress at a total cost of $204,000 
which is to be used to carry out an exploration program on 120 claims held by Cypress in the 
Bonnet Plume River area. These claims are located about 10 miles west of Barrier Reef’s Goz 
Creek claims. The Company also has an option, which may be exercised prior to March 1, 
1975, to purchase a further 130,000 Cypress treasury shares at $1.75 per share. Shares of 
Cypress are listed on the Vancouver Stock Exchange and in 1974 have traded at prices 
ranging between 25 cents and $2.29. 


Brinex has a working option agreement with Cypress under which Brinex may earn up toa 
60% interest in the property by bringing it into production or making specified work expendi- 
tures aggregating a maximum of $4 million over an eight-year period. To maintain the op- 
tion in good standing, Brinex is also required to make annual payments to Cypress not 
exceeding $50,000. Assay results from the first two holes drilled on the western portion of the 
property show low zinc values. Assays have not yet been received from five holes drilled in the 
central zone of the property, but visual estimates suggest that the mineralization may not be of 
ore grade. The southern portion of the property remains to be tested. 


Nordore Mining Co. Ltd. (‘‘Nordore’’) 


The Company has agreed to purchase 300,000 treasury shares of Nordore for $150,000. 
Nordore holds mineral claims mainly in Quebec on which it has been prospecting for cop- 
per and gold. It is also carrying out a development program as a general partner in a lim- 
ited partnership which holds 12 mining claims on which silver and gold mineralization 
have been encountered in the Skeena Mining Division of British Columbia. Shares of Nor- 
dore are listed on the Montreal Stock Exchange and in 1974 have traded at prices ranging 
between 40 cents and 62 cents. 


Exploration Programs 

British Columbia 

Exploration for copper, lead and zinc is being carried out in the following areas: 
Robb Lake Area, Northeastern British Columbia 


Lead-zinc mineralization has been encountered on claims held in this area by Brinex 
but commercial quantity and grade have not yet been proved. Detailed reports are not 
yet available on the results of exploration work carried out during the past summer. In 
addition to its own properties in the Robb Lake area, Brinex holds a working option 
from Zenith Mining Corporation Ltd. on a property in which Brinex may obtain up to a 
70% interest by making work expenditures. Results of a diamond drill program to 
evaluate the Zenith property have not been encouraging. 


In at least three other areas in the Robb Lake region, detailed geological and geochem- 
ical work will be continued to further define known areas of lead-zinc mineralization for 
future diamond drilling. All work in the Robb Lake region is being carried out under a 
joint venture with Metallgesellschaft A. G., a West German company which has the 
right ultimately to obtain 40% of Brinex’s interest in any commercial discovery. 
Vancouver Island : 

Brinex holds 42 claims in the Klaskino Inlet region on Vancouver Island. Prospecting 
has encountered copper mineralization with grades in the limited outcrop areas rang- 
ing from 0.1% to local zones of 1.0%. Diamond drilling with lightweight equipment 
was carried out during the past summer but continuity of mineralization has not been 
established. Regional and detailed exploration is continuing. 


Central British Columbia 
Exploration for porphyry copper deposits in the Babine Lake area of central British 
Columbia has been carried out on a small scale during 1974. 
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Northwest Territories 


Brinex holds a one-third interest in a joint venture to explore part of Cornwallis Island 
with Canadian Superior Exploration Limited and Home Oil Company Limited. In 1974 
geological, geochemical and geophysical work, together with a 7,000-foot drilling program, 
was undertaken on lead-zinc anomalies with mineralized intersections being encountered 
in two of 12 holes. 


On Ellesmere Island Brinex has a one-third interest in a joint venture with Texas Gulf, 
Inc. and Great Plains Development Company of Canada Ltd., which has been investigating 
lead-zinc mineralization. A program of follow-up work on known mineralized showings and 
geochemical anomalies has been undertaken in other areas of the Northwest Territories in 
equal partnership with Barrier Reef. A reconnaissance program for lead-zinc is also being 
undertaken elsewhere in the Arctic by Brinex’s geologists. 


Yukon Territory 


In addition to equity participation in Barrier Reef and Cypress, Brinex has a 40% interest 
in a joint venture with Mitsubishi Corporation and Ventures West Capital Ltd. to undertake 
reconnaissance exploration for potential zinc targets in the Yukon Territory. Several 
mineralized areas have been identified and some ground acquired by staking. 


United States (Washington State) 


Under a December, 1973 joint venture agreement among United States Borax and 
Chemical Corporation (a subsidiary of The Rio Tinto-Zinc Corporation Limited, Brinco’s 
principal shareholder), Callahan Mining Corporation, and Union Holdings Incorporated, 
(Brinco’s wholly-owned U. S. subsidiary), a drilling program is underway on a property in 
Stevens County, State of Washington, where a mine formerly was worked by American Smelt- 
ing and Refining Co. The property lies about 35 miles from the Cominco smelter at Trail, 
British Columbia, and 130 miles from the Bunker Hill smelter at Kellogg, Idaho. Under the 
agreement, United States Borax and Union may each obtain up to a 25.5% interest in the 
property upon making expenditures of $300,000 by June 1978. A drilling program was com- 
menced in 1974 to continue exploration which had been started by Callahan in 1971 to test new 
interpretations of geological data obtained from prior mining operations. Current results indi- 
cate the presence of at least 3.87 million tons grading approximately 4.12% zinc and 0.53% 
lead. The tonnage indicated to date, however, is not yet considered sufficient to warrant 
resumption of mining and milling operations at present zinc prices. The current drilling pro- 
gram is expected to conclude this fall at which point United States Borax and Union will have 
incurred expenditures of approximately $115,000 each. In Brinco’s view, the results to date 
would warrant an expanded and accelerated exploration program. 


Quebec 


Brinex is participating in two joint ventures involving airborne geophysical surveys 
over established mining areas in northern Quebec searching for deeply-buried copper de- 
posits. 


In the first joint venture, with Kennco Explorations (Canada) Limited and James Bay De- 
velopment Corporation, selected areas have been staked and further ground geophysical 
surveys were undertaken this year to be followed by diamond drilling. The second joint 
venture involves Beth-Canada Mining Company, James Bay Development Corporation, 
Groupe Minier Sullivan Ltée and Progemines Limitée. A substantial amount of aerial survey 
and some ground geophysics have been completed and over 100 claims have been staked. 


Newfoundland 


Since 1953 the Province of Newfoundland has granted Brinco exclusive rights to ex- 
plore for minerals, including oil and gas, over a large area of Newfoundland and its main- 
land Territory of Labrador. 


14 


Portions of the original concession acreage have already been surrendered but the 
Company still retains a total of 24,766 square miles, of which 20,242 square miles are lo- 
cated in Labrador and 4,524 are on the Isiand of Newfoundland. 


Exploration on the west coast of Newfoundland in the Corner Brook-Bonne Bay area 
has identified a number of lead-zinc targets by geochemical surveys. A joint venture a- 
greement has been entered into with Freeport Canadian Exploration Company to explore 
1,200 square miles of potential lead-zinc strata. Several target areas are being drilled and 
trenched. 


2. Industrial Minerals 


Abitibi Asbestos Mining Company Limited (‘‘Abitibi’’) 

Abitibi is the owner of one of the largest known undeveloped asbestos deposits in the 
Western World. The deposit is located in Maizerets Township, 52 miles north of Amos, 
Quebec. In April, 1972, Brinco entered into an agreement which enabled it, subject to the 
fulfillment of certain conditions, to obtain up to a 51% interest in Abitibi by acquiring 
treasury shares at $2.50 per share. As at July 31, 1974, the Company had expended 
$4,044,000 pursuant to the agreement and had acquired, or is entitled to acquire, a total of 
1,617,620 shares of Abitibi. The Company anticipates that by the end of 1974 another 
529,000 shares will be earned as a result of additional work expenditures. In addition to 
those provided for in the agreement, the Company has also purchased a further 100,000 
Abitibi shares from treasury and has purchased or agreed to purchase a total of 1,024,500 
shares from other shareholders. Accordingly, by the end of 1974 Brinco will own 56% of 
Abitibi’s shares then outstanding. If Brinco acquires the balance of the shares to which it 
may become entitled under the agreement, it will hold 65% of Abitibi’s outstanding shares. 
Shares of Abitibi are listed on the Montreal Stock Exchange and in 1974 have traded at 
prices ranging between 90 cents and $2.15. The following summarizes the work done on 
Abitibi’s major asbestos property: 

Prior to the execution of the agreement with Brinco in April, 1972, approximately $2 
million had been spent by Abitibi and other parties principally for exploration of its main 
asbestos deposit. Abitibi estimated in 1971 that the overall capital cost of placing the de- 
posit into production at an annual capacity of 150,000 tons of fibre would be approximately 
$60 million, which figure is understood to have included an allowance for initial working 
capital requirements. 


Between April, 1972, and July 31, 1974, approximately $3.5 million was spent by Brinco 
in evaluation work pursuant to the agreement. During this period Brinco pursued a com- 
prehensive evaluation program to assess the viability of developing the deposit. 


Brinco considered it essential to carry out a large-scale underground bulk sampling 
program to assess the quality and magnitude of the Abitibi asbestos deposit. This program 
was considered necessary as a basis for its feasibility study of the Abitibi project. Site de- 
velopment for this investigation was initiated in July, 1972. 


By March, 1973, a pilot plant had been constructed at the site capable of treating up to 
30 tons of fibre-bearing rock per day. The pilot plant utilizes commercial-scale equipment 
and permits a range of process design alternatives. A quality control laboratory was also 
established on the property. 


During 1972 the shaft and underground workings at the 200-foot level were rehabili- 
tated. Underground development was extended over 1,570 feet into the central and western 
zones of the deposit. Further underground development has been extended approximately 
500 feet into the eastern zone during 1974. 


Drilling programs have been carried out to investigate the physical properties and ex- 
tent of the unconsolidated overburden overlaying the deposit. Diamond drilling during 
1974, amounting to approximately 10,000 feet, will explore certain zones of the deposit and 
those adjacent areas necessary for production facilities. 
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Between March and December 1973, 26 bulk samples were mined over 1,570 feet of 
mineralized cross-cuts in the central and western zones of the deposit. Pilot plant milling 
yielded 120 tons of fibre and analysis of the results enabled a determination of the extent 
to which the bulk samples correlated with the values indicated by diamond drilling in adja- 
cent areas. 


Brinco at the same time developed a computerized model of the deposit based on data 
obtained over approximately 80,000 feet of surface diamond drilling completed by Abitibi 
prior to April 1972. By comparing the mined bulk sample results to the model, an accurate 
assessment may be made of the potential tonnage and recoverable value of the asbestos- 
bearing rock throughout the deposit. 


On this basis, Brinco currently estimates the deposit to contain 100 million tons con- 
taining 3.5% recoverable asbestos fibre. This estimate of mineralized rock is less than the 
earlier estimate calculated by consultants to Abitibi in 1971 of 105 million tons with 
4.0% recoverable fibre comprised of groups 4, 5 and 6 (although the then available informa- 
tion was insufficient to permit estimates as to the percentage of each grade individually). 
While Brinco will not be in a position to finalize the potential tonnage of the deposit until 
completion of feasibility studies, the lower estimate stems in part from a different approach 
to fibre evaluation and in part from a slightly smaller open-pit design. The 1971 estimate 
provided for removal of 45 million cubic yards of overburden and 178 million tons of waste 
rock. Brinco estimates that to develop this deposit it would be necessary to remove approx- 
imately 38 million cubic yards of unconsolidated overburden and approximately 120 million 
tons of waste rock. 


A considerable amount of fibre has been distributed to potential customers throughout 
the world. Both laboratory and commercial-scale tests have confirmed that Abitibi fibre is 
of superior quality with filtering and strength properties well-suited to the requirements of 
the asbestos cement industry. 


A tightening supply situation for chrysotile asbestos has developed in 1974 and is pro- 
jected to persist into the foreseeable future. It would appear that substantial volumes of 
high-quality fibre could be readily absorbed by current world demand. 


In June, 1974, Brinco and Marubeni Corporation (“Marubeni”), a Japanese trading cor- 
poration, entered into a letter of intent. This letter contemplates that subject to Brinco mak- 
ing a production decision with regard to Abitibi’s asbestos properties and to confirmation 
of availability of asbestos fibre in the grades and qualities desired, Brinco would cause 
Abitibi to enter into a contract with Marubeni. Under the contract Marubeni would act as 
the exclusive distributor in certain areas of Asia for asbestos fibre produced by Abitibi and 
would purchase substantial tonnage on terms attractive to Abitibi. The agreement is subject 
to approval by the boards of directors of the companies involved. 


Brinco is currently working toward completion of a detailed study of the feasibility of 
developing the Abitibi deposit. Mine planning with the aid of a computerized model of the 
deposit is currently being carried out by RTZ Consultants Ltd. to establish the optimum 
mining strategy and production plant capacities. Further pilot plant test work is being car- 
ried out to determine a process design that will maximize the recovery of fibre. Bulk sam- 
pling and diamond drilling is continuing to more accurately outline the asbestos deposit. 


The joint venture consulting organization of SNC Services Limited and Canadian Bech- 
tel Limited will provide Brinco with detailed capital construction cost estimates. As a result 
of Brinco adding to such estimates its estimates of project costs, owners costs during con- 
struction, interest during construction, start-up costs, working capital and other costs, a 
total capital cost will be available for financial analysis. While Brinco is not yet in a position 
to make a reliable estimate of such total cost, it is expected that the total cost will be sig- 
nificantly higher than the 1971 Abitibi estimate due, in part, to inflationary trends. 


Brinco’s preliminary financial analyses indicate that the potential viability of the project 
is sufficiently encouraging for Brinco to continue its feasibility and pre-production pro- 
grams during the balance of 1974. 
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Limestone for Cement 


The Brinex concession on the Port-au-Port Peninsula of western Newfoundland contains 
the largest known deposit of high-quality limestone suitable for the manufacture of cement 
on the eastern Canadian seaboard. This manufacturing process requires shale, also found 
in the Brinex concession. The limestone area is within two miles of tidewater on the gener- 
ally ice-free north shore of St. Georges Bay, where it is in a strategic location to produce 
cement for bulk supply to markets, particularly in the eastern United States but also in 
Europe and central Canada. 


Brinex has entered into an agreement with Lehigh Portland Cement Company 
(““Lehigh’’), Allentown, Pennsylvania, to study the feasibility of a one-million-ton-a-year 
plant at Port-au-Port. Diamond drilling has identified in excess of 300 million tons of lime- 
stone and substantial shale deposits. 


This year Reid Crowther Bendy International Limited, engineering specialists in the 
manufacture of cement, was engaged to carry out a technical evaluation. Other engineering 
experts were assigned to study harbor and terminal facilities, support services, transporta- 
tion and fuel supplies. The costs of these studies are to be shared equally between Lehigh 
and Brinex. The evaluation studies are proceeding on schedule with the final reports due 
before the end of the year. If the project is commercially viable, Lehigh and Brinex will in- 
corporate a new company which will operate the project, in which it is understood that 
Lehigh will be the majority shareholder. 


Energy Resources 
(A) Uranium 

In addition to an exploration program to identify uranium targets, the Company also has 
two active projects, one of which would involve mining of uranium ore, and the other the de- 
velopment of a uranium enrichment facility for processing natural uranium destined for use as 
fuel for light-water nuclear reactors. 


Kitts/Michelin Uranium Deposits 

In 1966 Brinex entered into an agreement with Metallgeselischaft A. G. to explore jointly 
1,236 square miles of the Company's mineral acreage west of Makkovik on the east cost 
of Labrador. 

Exploration revealed two uranium deposits at Kitts and Michelin, approximately 12 
miles and 45 miles southwest of Makkovik respectively. These were subsequently investi- 
gated by diamond drilling and, in the case of the Kitts deposit, by underground work and 
bulk sampling. Grades and reserves are estimated as follows: 


Tonnage and grade of 


probable 
reserves including 
Deposits dilution 
| Ibs/ton 
uranium 
Tons oxide 
RACES a bee aid reek erences piers che eens aia ays 208,000 14.18 
Micellar scehs is eeeriats ak ta tal: 3,116,000 3.04 
enhal caeteaoes Wes See WE ere Del 3,324,000 3.7 Ibs/ton 


In 1970, it was concluded that mining of the Kitts/Michelin deposits was not feasible at 
the then current world price for uranium oxide. However, recent increases in long-term 
contract prices for delivery of uranium oxide have caused Brinex to re-evaluate the feasibil- 
ity of mining these deposits. 


In addition to exploration for additional reserves, underground work and diamond drill- 
ing are being undertaken to determine with greater certainty the grade and tonnage of the 
Kitts/Michelin reserves. This work will require two years to complete. If a decision is made 
to proceed with development, the program would likely involve simultaneous mining of the 
Kitts/Michelin deposits using a common milling facility. The construction phase would last 
approximately two years with capital costs presently estimated to be in the order of $40 
million to $50 million. If a production decision is made, Brinex and Metallgesellschaft A. G. will 
be entitled to 60% and 40% interests respectively in the deposits. $680,000 has been 
budgeted for the 1974 program and costs are to be borne equally by Brinex and Metall- 
gesellschaft A. G. 


Exploration 

In addition to its work on the Kitts/Michelin deposits, Brinex has resumed its uranium 
exploration program and is investigating other selected areas in Labrador and the Maritime 
Provinces of Canada. A study is also underway to assess potential uranium targets else- 
where in Canada and the United States. 


Uranium Enrichment 


In association with partners, Brinco undertook a program to determine the conditions 
for building and operating a toll processing facility in Canada to provide, on a commercial 
basis, enriched uranium required to fuel light-water moderated nuclear reactors. It is ex- 
pected that a comprehensive feasibility study would cost an estimated $6 million and take 
two years to complete. The partners would share the feasibility study costs and have the 
opportunity to participate as equity partners in the financing of a facility and to contract for 
its output if a decision is made to build it. 


Brinco has made a formal request to the United States Government, through the au- 
spices of the Canadian Government, for access to United States enrichment technology. 
While the United States Government has not yet replied to Brinco, the Canadian Govern- 
ment has advised the Company that its proposal has been favorably received by the United 
States Government and that the first phase of the forthcoming formal negotiations for ac- 
cess would deal with commercial matters. 


For planning purposes, Brinco is considering a facility of a similar size to one that has 
recently been estimated in the United States to cost in the order of $2 billion. At today’s 
price for enrichment services, annual revenue from a new Canadian facility of the size con- 
templated by Brinco would be in excess of $400 million. Such a facility would take five to 
six years to construct and could have a useful life of at least 40 years. It has been estimated 
that by the turn of the century new enrichment production equivalent to that from at least 
15 plants of the capacity contemplated by Brinco will be needed. World-wide enrichment 
services are presently being provided mainly by three large gaseous diffusion plants in the 
United States operated by the Atomic Energy Commission. 
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(B) Oi and Natural Gas 


The company’s interest in this area is principally through its investment in Coseka Re- 
sources Limited. 


Coseka Resources Limited (‘‘Coseka’’) 

The Company now owns 727,273 shares of Coseka and $5 million principal amount of its 
8% secured convertible debentures. If the Company converts all the debentures into shares on 
the most favorable basis, it would own approximately 30% of the outstanding common 
shares of Coseka at an average cost of $2.91. These shares are listed on the Vancouver 
Stock Exchange and The Toronto Stock Exchange and in 1974 have traded at prices ranging 
between $1.20 and $2.60. 


As of April 30, 1974, Coseka estimated its net interest in oil and gas reserves as fol- 


lows: 
Proven Probable Total 

Crude Oil 

(Barrels) 354,000 195,000 549,000 
Natural Gas 

(Billion Cubic Feet) 246.90 69.13 316.03 
Natural Gas Liquids 

(Barrels) 588,695 109,245 697,940 
Sulphur 

(Long Tons) 1,292,933 612,302 1,905,235 


The reserves are located principally in Alberta in the sweet, shallow gas reservoirs of 
the southeast, and in the deep sour gas reservoirs in the Foothills of the Rocky Mountains. 
Because few of Coseka’s properties are developed and producing, the degree of certainty 
attaching to these reserves is less than would be the case for more developed properties. 


Coseka’s most significant holding is a 34.22% interest in the North Coleman field of 
Alberta, approximately 85 miles southwest of Calgary. A well drilled in March 1974 reached 
a total depth of 12,830 feet, and has since been tested to have a production potential of 45.0 
million cubic feet per day from two horizons. The impact of this well on Coseka’s 
reserves and cash flow potential has not yet been fully analyzed. 


The purchase earlier this year of an additional 5.78% interest (included in the 34.22% 
mentioned above) in the North Coleman field has added approximately a further 26 billion 
cubic feet to its total natural gas reserves as estimated by Coseka above. 


Coseka’s 77% subsidiary, Wharf Resources Limited, also holds varying interests in 
prospective gold, copper and coal properties in certain areas of British Columbia, Alberta 
and the State of Montana. 


Oil and Gas Concessions 

Brinex holds the exclusive right until 1979 to explore for crude oil and natural gas on a 
concession area comprising approximately 5,984 square miles in western Newfoundland 
(including 1,200 square miles within inlets and bays). Brinex has an agreement with Golden 
Eagle Development Limited which provides that both parties will share equally in any cost 
relating to the concession. 


In 1972, a farmout agreement was entered into with Union Oil Company of Canada Lim- 
ited and in 1973 an exploratory well was drilled in the Anquille Mountains area, 30 miles 
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north of Port-aux-Basques. The well was abandoned at 7,800 feet without encountering any 
hydrocarbons. Further drilling on this acreage is possible but none is planned at the pres- 
ent time. As a result of drilling the well, Union Oil has earned a 50% interest in approxi- 
mately 1,250 square miles of the concession area. 


(C) Coal 


The Company has for the past two years been investigating the possibility of acquiring in- 
terests in coal properties and coal producing companies in North America. 


The first step in implementing the decision to enter the coal industry was the recent acqui- 
sition by Brinco’s subsidiary, Union Holdings Incorporated, of rights on 14,000 acres covering 
known occurrences of steaming coal in the United States. A program of reconnaissance drilling 
will commence in the near future. Acquisition of additional acreage is presently being pursued 
in both Canada and the United States. 


Financial Information 


The following unaudited financial statements of the Company and its subsidiaries reflect the 
companies’ financial position as at July 31, 1974 and the results of their operations for the seven months 
ended on that date. 
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BRINCO LIMITED 
and subsidiaries 


Consolidated Balance Sheet 
as at July 31, 1974 
(Unaudited) 


Assets 


Current assets: 


Cash and short-term deposits with 


Danks anagenuisticOMPaNy: even vested acinens 650+ - saree $163,520,000 
Pee CMC CUMIN Che Sturt tr than iar t tate aitetin ay es os ss a le77 ¥,000 
PCO SIE COIVADICN uh. tle tah eee Greece ets va Ses 347,000 
Supplies andiprepaid Expenses ........5.0c.nesaneessgunans 146,000 $165,784,000 


Investments, at cost: 


Abitibi Asbestos Mining Company Limited (Note 2) ......... 4,221,000 
Coseka Resources Limited (Note 3)........... 0.0.0.0 cee eee 3,606,000 
DENCE ANOLE" A) eisai oo hs ts eel Le od ss « Ee 417,000 8,244,000 


Land, buildings, equipment and leasehold improvements, at cost 


less accumulated depreciation and amortization $491,000 ... 478,000 
Expenditures on projects, less amounts written off .............. 1,125,000 
$175,631,000 


Liabilities and Shareholders’ Equity 


Current liabilities: 

Accounts payable and accrued liabilities .................... $ 2,375,000 

IneONne taxes. Payable teie sv ta ti terete hee tc eter 167,000 $ 2,542,000 
Shareholders’ equity (Note 5): 

CAMiealestOCk hres a casera nate aie cM tee Ae ee csi Soo be Me ote 75,708,000 

Retain Gea rin ents. wise wats seadraem taconite tema 97,381,000 173,089,000 


$175,631,000 


See accompanying notes. 
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BRINCO LIMITED 
and subsidiaries 


Consolidated Statement of Income and Retained Earnings 
for the seven months ended July 31, 1974 
(Unaudited) 


Income: 
Equity in net income of Churchill Falls 
(Labrador) Corporation Limited (Note 6) ................ $ 5,166,000 
Income from shontsterm"adeposits. .. cance snes5s4 ss eee 1,981,000 
Income from Coseka Resources Limited .:................6. 80,000 
Expenses: 
AGministrative sy cit cece ates w odin o.« a epepebtaetts Sey eee acne eleaieeee 825,000 
Depreciation’and amornization: «.,.< . fgets. eee 21,000 
Expenditures on projects written off....................-0-- 383,000 
Exploration expenditures and other costs 
related to natural resources—net (Note 7) .............. 1,032,000 


Income for the period before income 
taxes and extraordinary items ...............00008s 


Provision for income taxes: 2355.5). <5 see eee 


Net income for the period before extra- 
ordinary ‘items 2... ..-.. see es eee 


Extraordinary items: 


Reduction in income taxes due to loss 

carried forward sieee isi os <2 Se ee ee 240,000 
Gain on sale of shares of Churchill Falls (Labrador) Corporation 

Limited and Labrador water rights and related 

assets. (Note 6): dcr tsaenscccentw vis Sane Re eee gp eee ee ee 87,148,000 


Net income for the period (Note 9) ..................05. 
Retained earnings at beginning of period .................:+... a 


Retained earnings at end of period .......... 22... c cece enna 


See accompanying notes. 
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$ 7,227,000 


2,261,000 


4,966,000 


407,000 


4,559,000 


87,388,000 


91,947,000 


__ 5,434,000 
$97,381,000 


BRINCO LIMITED 
and subsidiaries 


Consolidated Statement of Changes in Financial Position 
for the seven months ended July 31, 1974 


(Unaudited) 


Source of funds: 


Proceeds from sale of shares of Churchill 
Falls (Labrador) Corporation Limited 


and Labrador water rights and related assets ........... $160,000,000 
Less estimated costs related to the sale ................45.. 1,000,000 $159,000,000 
oricsOinCapital, SLOCK mnen bia an eta sie es See es +. Oe 1,063,000 


Current operations: 


Net income before extraordinary items ................. 4,559,000 
Add charges not involving an outlay of funds: 
Depreciation, amortization and expenditures 


OND GOOG ls n VVEILGGNE OW ceras ate tie aga sas Pe 404,000 
Provisioner incomerstaxesio. a2.A8 Acne. sah. Grads a te 240,000 
5,203,000 


Less income not involving a receipt of funds: 
Equity in net income of Churchill Falls 


(Labrador) Corporation Limited ................. 5,166,000 37,000 
160,100,000 
Use of funds: 
Investment in Abitibi Asbestos Mining Company Limited .... 984,000 
OTHE RINVESTIICIN Ss cant 5 et eh, nei ce Rn ay hc 202,000 
Land, buildings, equipment and leasehold improvements ... 454,000 
EXOCNUITUFES Ol: PrOjleclSey oy pee oe nen ee tales te eee 166,000 1,806,000 
WICLE ASE WL SUNOS co rane 4 tsa spicn eh avec aeeeiere casket eens na a 158,294,000 
Workingycapital’at-beginning'of period S09 2, 9O% Yor. AOR. 4,948,000 
Working*capitalcatendiofiperiod?: in. ea, pee He! $163,242,000 


See accompanying notes. 
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BRINCO LIMITED 
and subsidiaries 


Notes to the Consolidated 
Financial Statements 
July 31, 1974 


(Unaudited) 


COMPANIES INCLUDED IN CONSOLIDATION: 
The consolidated financial statements include the accounts of the Company and its subsidiaries as follows: 


Ownership 
British Newfoundland Exploration Limited (‘“Brinex’’) ................0000e 100% 
Brincos(Quebec)slimitedis 2 sitters oe ee. sone ee nee 100% 
Unionatoldingssalncorporated: co qeeran cates alton eee tere ret arene 100% 
Fernie Coall. Mines: Limited ...... carn ose: © ris eee teeistera meester Sierinnnon teats 80% 
iskut Pulpower Ltd cin. 205 <.. 2 etter owe eves arstewecle ltctecetemintern ca le neasere eel te me vanes 60% 


INVESTMENT IN ABITIBI ASBESTOS MINING COMPANY LIMITED: 


Under the terms of an agreement entered into with Abitibi Asbestos Mining Company Limited (‘Abitibi’) in 1972 and 
amended in 1973, the Company purchased 800,000 shares of Abitibi for $500,000 in cash and a commitment to spend 
$1,500,000 on the construction of a pilot plant and related preproduction studies on the asbestos properties of Abitibi. 
The agreement, as amended, provides for conversion of expenditures by the Company in excess of the $1,500,000 into 
additional shares of Abitibi on the basis of one share for each $2.50 of such excess, or under certain conditions, reim- 
bursement may be made to the Company in cash. 


As at July 31, 1974, the Company owned or was entitled to acquire shares in Abitibi as follows: 


Acquired for cash or for development and preproduction expenditures Shares Amount 
to April 1974, made on behalf of Abitibi at $2.50 per share ............ 0c. cece eee eee 1,486,975 $3,645,000 
Entitled to acquire for development and preproduction 
expenditures May 1974 to July 1974 at $2.50 per share .......... ccc cece cee e een e eens 230,645 576,000 


1,717,620 $4,221,000 


The quoted value of the investment in Abitibi at July 31, 1974, was $3,435,000 but in view of the relative size and nature 
of the Company’s shareholding and the limited trading volume in Abitibi shares, this is not necessarily indicative of the 
value of this investment. 


Subsequent to July 31, 1974, the Company has purchased or agreed to purchase from shareholders of Abitibi an aggre- 
gate of 1,024,500 shares for $2,317,000. After giving effect to these purchases, the Company owned or was entitled to 
acquire 2,742,120 shares or approximately 51% of the outstanding share capital of Abitibi. 


Under the terms of the agreement referred to above the Company has, until July 1976, the right to make a production 
decision. In the event that a production decision is made, the Company has agreed to acquire sufficient additional treas- 
ury shares so that the total number of shares purchased under the agreement, as amended, will represent 51% of the 
then outstanding shares of Abitibi. The Company may also be obligated as required by lenders who provide senior 
financing, to give completion guarantees and to provide any additional funds in the event of an over-run in relation to 
project cost estimates. In addition, if required for purposes of senior financing, the Company will undertake to advance up 
to $1,500,000. 


Unaudited financial statements of Abitibi as of June 30, 1974, disclose the following financial position: 


GurrentiaSsSets* 45.552 eee $  86,000* Cunrentiliabilitics#aass eee $ 107,000 
MiningipropentleSmna ene 160,000 Duelto Brincomimitedenesaaecnnore 311,000 
Deferred exploration and Shareholders’ equity: 
development expenditures ..... 5,634,000 Issued capital $5,012,000* 
Fixed assets—net ................. 5,000 EeSSICISCOUN te ee tee ncreer 1,512,000 
3,500,000 
Contributed surplus ........... 2632, 000 Nae 
DI-Tehe eee etki Motistd's o oc (665,000) 5,467,000 
$5,885,000 $5,885,000 


*In July, 1974, Brinco purchased 100,000 treasury shares of Abitibi for $150,000 in cash for working capital purposes. 
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3. 


INVESTMENT IN COSEKA RESOURCES LIMITED (“Coseka’’): 


727,273 Comnnromushanesre (eee ene monte acter tra beck oils eae in Ee Hs FREE. Molalla coterdd wb eehe $2,000,000 
$1,500,000 SUcrsecurediConventiblewDebentUnersenlesi vAw neta ee See coeliac ees 1,500,000 
ACGUISITIONRCOStSEA My Eres ei tence CAPS ay BENE O80 010 6 CORE CREP OREAS CAR PR ORR 106,000 


_ $3,606,000 


Subsequent to July 31, 1974, the Company acquired an additional $3,500,000 of 8% Secured Convertible Debenture 
Series “‘B’’. 

The Series ‘‘“A” debenture matures September 7, 1976 and, at the Company’s option, is convertible at $2.75 per Coseka 
common share. The series “B’’ debenture matures August 1, 1979 and, at the Company’s option, is convertible at $3.00 
per Coseka common share until August 1, 1977 and, under certain circumstances thereafter, at $3.50 per Coseka common 
share. 


The Company has certain rights of first refusal in any equity financing by Coseka. If the Series ‘‘A’’ and Series ‘‘B’’ deben- 
tures are all converted under the most favourable terms, this would result in the Company acquiring approximately 30% 
of the outstanding voting shares of Coseka. The quoted market value of the investment in common shares of Coseka was 
$1,505,000 as at July 31, 1974. In view of the relative size and nature of the Company’s shareholding and the limited 
trading volume in Coseka shares, the quoted market value is not necessarily indicative of the value of this investment. 


. OTHER INVESTMENTS: 


Shares Amount 
Babhien Reer Resources Ltd INIP; Le )A({Barrien RECT ui. cae ceetus det noo 6 aericke cetera e sh oes 194,100 $213,000 
Cy presseRESOUrcesslsiniitedais CV PlESS! \ieism terete selarn. tas Sei aadcs seinen teak nar odetoiaiteitiom es 130,000 204,000 


$417,000 


Barrier Reef: 


The quoted market value of the Company’s investment as at July 31, 1974, was $1,155,000 ($5.95 per share). The 
market value of the Barrier Reef shares on September 16, 1974, was $0.75 per share. 


On August 2, 1974, the Company acquired an additional 250,000 shares at $3.50 per share. 


In addition, the Company has been granted certain rights and options which could result in ownership by the Com- 
pany of approximately 30% of the issued share capital of Barrier Reef. 


Cypress: 


The quoted market value of the Company’s investment as at July 31, 1974, was $272,000 ($2.09 per share). The 
market value of the Cypress shares on September 16, 1974 was $0.27 per share. 


The Company has been granted options to purchase additional shares and Brinex has a working option on a 
Cypress property with the right to acquire up to a 60% interest in that property. 


5. SHAREHOLDERS’ EQUITY: 


(a) Capital Stock: 


(i) Common shares without nominal or par value authorized and issued as at July 31, 1974, were: 


Shares Amount 
PRU UN OMI Z © Cl apt cogs cai rtnececke Saupe Re nck ag ued cc ON are ok ta es cscs e eh cmd eo AS 35,000,000 
ISSUCCEAN Gaull VanalC mrss ad etracey bier tere tee dy toc evacuate eR Stee ea su chor iene 24,548,152 $75,708,000 
(ii) The following shares have been issued for cash during 1974: 


Under the 1970 Stock Option Plan—133,001 to officers, 
InclUdINgrOhiCerSsawhOlwernreralSOrd|FeCtOlsua mele a ic sei ene deere: 241,341 $ 1,063,000 


(iii) At July 31, 1974, options were outstanding on 61,333 shares—57,333 shares to officers including officers who 
were also directors—exercisable at prices varying from $3.70 to $5.18 per share for periods up to April 12, 1978. 


(b) Dividend Declared: 
On September 16, 1974, a cash dividend of $1.20 per share was declared, payable on October 15, 1974, to sharehold- 
ers of record September 25, 1974. 

(c) Offer to Shareholders: 
Under date of September 25, 1974, the Company has made an offer to shareholders to purchase its outstanding 


shares at $7.07 per share. Of this amount $3.08 will be charged against paid up capital and the balance of $3.99 will be 
reflected as a deduction from retained earnings. 
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6. 


10. 


Ne 


EXTRAORDINARY GAIN: 


On June 27, 1974, the Company sold its shareholding in Churchill Falls (Labrador) Corporation Limited (““CFLCo’’) and its 
other Labrador water power rights including information and studies related thereto for $160,000,000 cash. 


The Company recorded as income its equity in the net income of CFLCo for the period up to the date of sale. 


The sale resulted in an extraordinary gain calculated as follows: 


Sales proceeds "2 15 . FOR. NER Ree ee $160,000,000 
Less: Estimated costs related to the sale .................. 1,000,000 $159,000,000 
Less: Carrying value of investment in CFLCo.............. 66,033,000 

Expenditures on Lower Churchill River project....... 3,384,000 

Organization and financing expenses ..............- 2,435,000 71,852,000 


$87,148,000 


In the opinion of the Company and its tax advisors, no income tax will be payable by the Company on the sale of these assets. 


EXPLORATION AND OTHER EXPENDITURES: 


Exploration expenditures and costs related to the investigation of possible investments in natural resources are charged to 
income as incurred and are net of recoveries from joint venture partners of $195,000. 


INCOME TAXES: 


For income tax purposes, Brinex claims as a deduction, exploration, depreciation and preproduction expenditures sufficient 
to offset income which would otherwise be taxable. At July 31, 1974, depreciation and amounts written off since the 
commencement of operations exceed allowances claimed for tax purposes by $13,600,000. Also, subsequent to 1976, 
Brinex will be entitled to claim the earned depletion allowances which will have been accumulated from November 7, 
1969 providing it has production profits. As at July 31, 1974, the balance of eligible expenditures against which such 
earned depletion may be claimed amounted to $6,500,000. 


In addition, Brinex has losses carried forward for income tax purposes. 


. EARNINGS PER SHARE: 


Net income per share before extraordinary iteMS ..............0 cece eee eee etn eeeee $0.19 
Extraordinary items: 
Reduction;in. income taxes). 3:,..%.. peer ve ete ae eae ee ne hee $0.01 
Gain on sale of shares of Churchill Falls (Labrador) Corporation 
Limited and Labrador water rights and related assets .............0.00e000- 3.56 3.57 
Net Income per share forthe Pernod 0. satin. sauosa atmo ee Gee ae $3.76 


The calculation of net income per share has been made using the weighted average number of common shares outstanding 
during the period. There would be no material dilution of net income per share if the outstanding stock options had been 
exercised. 


COMMITMENT AND CONTINGENT LIABILITY: 


In 1953, the Government of Newfoundland and the Company entered into an agreement (‘Principal Agreement’) whereby 
the Company was granted options on extensive natural resource concessions within the Province of Newfoundland. Under 
the terms of the Principal Agreement, as amended, the Company is obligated to pay to the Government of Newfoundland an 
annual rental equal to 8% of the consolidated net profits before income taxes (as defined) of the Company and its sub- 
sidiary companies resulting from the operations of the concessions and rights granted by the Principal Agreement. 


Under the terms of the agreements relating to the sale of the Company’s shareholding in CFLCo and Labrador water rights 
and related assets, the Company provided the purchaser with certain warranties and representations relating to the financial 
position of CFLCo and its subsidiary company as at December 31, 1973. The Company knows of no matters arising from such 
warranties and representations likely to result in an adjustment to the extraordinary gain recorded on the sale. 


SUBSEQUENT EVENT: 


Reference is made to page 5 of the accompanying Offer to Purchase for information relating to the proposed merger 
between the Company and Rio Algom Mines Limited. 
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LETTER OF TRANSMITTAL 
FOR COMMON SHARES OF BRINCO LIMITED 


To accompany certificate(s) for common shares of Brinco Limited tendered pursuant to the Offer to Purchase of the Company 
dated September 25, 1974, offering to purchase all of the issued and outstanding common shares of the Company. 


Please read carefully the instructions on the reverse side hereof before completing this Letter of Transmittal. 


TO: The Royal Trust Company Date 
at any one of the offices set out 
on the reverse side 
Attention: Corporate Trust Department 


COI FICIN Cy Ct We CI ic ser Yen Mir Pa Ta ie Jae eT vn CMa eC Ma ite} 1E8 ) 


Dear Sirs: 


The undersigned hereby delivers to you the following share certificate(s) for common shares without nominal or par value (the 
“Shares”) of Brinco Limited (the ““Company’’) and accepts the offer (the ‘‘Offer’’) of the Company set forth in the Offer to 
Purchase (the ‘’Offer to Purchase’’) dated September 25, 1974, upon the terms and conditions therein contained. 


PLEASE PRINT 


Number of 
Number of Shares 
Shares Tendered from 
Certificate Name as it appears on Represented Certificate 
Number Certificate(s) by Certificate (see Note) 


If additional space is required, attach a signed schedule. 


NOTE: If you desire to tender fewer than all the Shares which are evidenced by any certificate which you enclose, please 
indicate in this column the number which you wish to tender. Otherwise, it will be assumed that all the Shares 
evidenced by the enclosed certificates are tendered. 

The undersigned hereby acknowledges receipt of the Offer to Purchase and represents and warrants that he is the owner of and 

has full authority to sell and transfer the Shares represented by the above-mentioned certificate(s) free and clear of all liens, 

charges and encumbrances. 


In consideration of the Offer and the payment of the purchase price specified in the Offer to Purchase, the undersigned hereby 
sells, assigns and transfers unto the Company the Shares represented by the above-mentioned certificate(s) and hereby irrevo- 


cably appoints you as attorney for the purpose of effecting the transfer of the said Shares on the register of the Company with full 
power of substitution in the premises. 


Please arrange for the mailing of a cheque to the undersigned by first class mail to the address for that purpose designated 
below. Any certificate to be issued and representing any Shares not being tendered are to be registered as designated below. If 
no address is designated, the last address of the undersigned as it appears on the principal register of the Company, shall be 
used for the mailing of cheques or registration of any shares not being tendered. 


Mail cheque and register certificate for Shares not tendered 
as follows: 


PLEASE PRINT 


(Name) 


(Street Address or P.O. Box) 


(City and Province or State) 


(Country) 

x 
SIGNATURE GUARANTEED 
(See instruction 2 on reverse side) 

x 


Signatures of Shareholders 
(as indicated on face of certificate, or authorized representa- 
- (Signature of Guarantor) tive as agent—see instruction 2) 


PLEASE NOTE THAT CHEQUES IN PAYMENT FOR SHARES TENDERED WILL BE DELIVERED BY MAIL ONLY 
ra 


INSTRUCTIONS 


1. Use of Letter of Transmittal 


Each owner of Shares desiring to accept the Offer should send or deliver this Letter of Transmittal, 
completely filled in and signed, together with the share certificate(s) described therein, to The Royal 
Trust Company, at one of the addresses specified below. The method of delivery of Shares to The 
Royal Trust Company is at the option and risk of the holder, but if mail is used, registered mail is 
suggested. Share certificate(s) registered in the name of the person by whom (or on whose behalf) the 
Letter of Transmittal is signed need not be endorsed or accompanied by any stock power other than the 
Letter of Transmittal itself executed in accordance with Item 2 below. Share certificate(s) not so regis- 
tered must be endorsed by the registered holder(s) thereof or accompanied by stock transfer powers 
duly and properly completed by such registered holder(s), with signature(s) guaranteed in either case as 
provided in Item 2 below, and must be in proper form for transfer. The signature(s) of the registered 
holder(s) must correspond in every respect with the name(s) of the registered holder(s) appearing on the 
face of the share certificate(s). 


2. Signature of Letter of Transmittal 


(a) The Letter of Transmittal must be filled in and signed by the owner of the Shares accepting the 
Offer or by his duly authorized representative. Such signature must be guaranteed by a chartered bank 
or trust company in Canada, or by a firm having membership in a recognized Canadian stock exchange, 
or any commercial bank having a correspondent in New York City or any member firm of the New York 
Stock Exchange, or in some other manner satisfactory to The Royal Trust Company. Where the regis- 
tered shareholder accepts the Offer, the signature(s) must correspond in every respect with the 
name(s) of the registered shareholder(s) appearing on the face of the share certificate(s). 


(b) Where the Letter of Transmittal is executed on behalf of a corporation, partnership or associa- 
tion or by an agent, executor, administrator, trustee, tutor, curator, guardian or any person acting ina 
representative capacity, the Letter of Transmittal must be accompanied by satisfactory evidence of 
authority to act. 


3. Additional Copies of Letter of Transmittal 


If additional copies of the Letter of Transmittal are desired for any purpose, they may be obtained 
from The Royal Trust Company at any of the offices specified below. 


Delivery Addresses 
St. John’s Montreal Toronto 
The Royal Trust Company The Royal Trust Company The Royal Trust Company 
Royal Trust Building 630 Dorchester Boulevard West 23rd Floor 
139 Water Street Montreal, Quebec Corporate Trust Dept. 
St. John’s, Newfoundland Royal Trust Tower 
Toronto-Dominion Centre 
Toronto, Ontario 
Mailing Addresses 
St. John’s Montreal Toronto 
The Royal Trust Company The Royal Trust Company The Royal Trust Company 
P.O. Box 5339 P.O. Box 1810 P.O. Box 7500 
St. John’s, Newfoundland Station B Station A. 
A1C 5W3 Montreal, P.Q. Toronto, Ontario 


H3B 3L5 M5W 1P9 


SL AA BEGET TERN IS LL SENET EE LLL LEON LE NTS EE ST TT SE SOE DE EE TED 
SPACE RESERVED FOR DEPOSITARY 


Shares Tendered Cash Proceeds 
Calculated Verified 
Date Received Reference Number 
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Brinco 
LIMITED 


A R30 


ONE WESTMOUNT SQUARE, MONTREAL, QUEBEC, CANADA H3Z 2X5 TELEPHONE (514) 931-5771 


NOTICE 


of Annual and Extraordinary 
General Meeting 


NOTICE is hereby given that the Annual and Extraordinary General Meeting of Brinco Limited (the “Company” ) 
will be held in Galerie No. 4 of the Queen Elizabeth Hotel, Montreal, Quebec, at 2:30 p.m. (Montreal Time ) 
on Thursday, March 20, 1975: 


5. 


6. 


. To consider the Company’s accounts and balance sheet and the reports of the directors and auditors 


for the year ended December 31, 1974 and, if thought fit, pass as an Ordinary Resolution, Resolu- 
tion No. 1, entitled “Accounts and Reports”; 


To consider and, if thought fit, pass as a Special Resolution, Resolution No. 2, entitled “Alternate 
Directors”; 


. To consider and, if thought fit, pass as an Ordinary Resolution, Resolution No. 3, entitled “1975 Stock 


Option Plan’; 
To elect. directors; 
To appoint auditors and authorize the directors to fix their remuneration; 


To transact such other business of the Company as may properly come before the Meeting. 


The Resolutions referred to above are set forth on the following page. 


Any Shareholder who is unable to attend the Meeting in person is entitled to be represented by a proxy and is 
requested, after referring to the pertinent sections of the attached Information Circular, to date, sign and return 
the enclosed form of proxy to The Royal Trust Company, P.O. Box 1810, Station “B”, Montreal H3B 3L5, 
Province of Quebec, not less than forty-eight hours before the time fixed for the Meeting. A proxy need not 
be a Shareholder of the Company. 


Dated this 17th day of February, 1975. 


By Order of the Board 
M. C. Burnes 


Secretary 


Attached hereto: 


Information Circular 


Enclosed herewith: 


Form of Proxy 


Addressed envelope 


(Version frangaise au verso) 


RESOLUTIONS 


Resolution No. 1 — To be Proposed as an Ordinary Resolution “Accounts and Reports” 
RESOLVED 


THAT the Company’s accounts and balance sheet and the reports of the directors and auditors for 
the year ended December 31, 1974 be and they are hereby adopted. 


Resolution No. 2 — To be Proposed as a Special Resolution “Alternate Directors” 


RESOLVED 


THAT the Articles of Association of the Company are hereby amended by adding to Article 66 as it 
presently exists, the following additional paragraphs: 


Each Director shall have the power, subject to the approval of the Board, to appoint any person 
to act as alternate Director in his place during his absence and may at his discretion remove 
or, with the approval of the Board, replace such alternate Director. A person so appointed shall, 
in the absence of his appointor, have all the rights, duties and powers of a Director during the 
period of his appointment (apart from the power to appoint an alternate ) and shall be subject in all 
respects to the terms and conditions existing with reference to the other Directors of the Company, 
and each alternate Director, while so acting in such appointor’s absence, shall exercise and 
discharge all the functions, powers and duties of his appointor in his capacity as a Director. The 
entitlement of alternate Directors to remuneration shall be determined by the Board. An alternate 
Director shall ipso facto cease to be an alternate Director if his appointor ceases for any reason to 
be a Director, provided that if any Director retires at an Annual General Meeting but is re-elected at 
the same Meeting, any appointment made by him pursuant to this Article which was in force im- 
mediately before his retirement shall remain in force as though he had not retired. 


All appointments and removals of an alternate Director shall be effected by instrument in writing 
delivered to the Chairman and the Secretary and signed by the appointor. 


Resolution No. 3 — To be proposed as an Ordinary Resolution “1975 Stock Option Plan” 


RESOLVED 


THAT the Stock Option Plan for employees, adopted by the Board of Directors of the Company 
on February 6, 1975, be and it is hereby adopted. 


INFORMATION CIRCULAR 


This Information Circular is furnished in accordance with the provisions of The Securities Act of Ontario, 
c. 426, R.S.O. 1970, as amended, in connection with the solicitation by the management of Brinco Limited 
(hereinafter sometimes called the “Company” ) of proxies to be voted at the Annual and Extraordinary General 
Meeting of the Company (the “Meeting’’), to be held on the date and for the purposes set forth in the 
accompanying Notice of the said Meeting. The information contained herein is given as of the 17th day of 
February, 1975. 


Solicitation of Proxies 


In addition to the present solicitation by management, proxies may also be solicited on behalf of 
management by directors, officers and regular employees of the Company, by mail, by telegram or by 
telephone. The cost of solicitation, which is expected to be nominal, will be borne by the Company. 


Particulars of Special Matters To Be Acted Upon 


At the meeting, Shareholders will be asked to: — 

(a) pass a Special Resolution (Resolution No. 2 — Alternate Directors) amending the Company's Articles of 
Association, to give a director the right to appoint a person, approved by the Company’s Board of Directors, 
as an alternate director to act in his place during his absence. Additional details such as the powers and term 
of alternate directors will be found in the text of the proposed amendment to the Company’s Articles of 
Association. 


(b) pass an Ordinary Resolution (Resolution No. 3 —‘“1975 Stock Option Plan’) approving the Stock Option 
Plan which was adopted by the Board of Directors on February 6, 1975, under which options in respect 
of unissued common shares of the Company may be granted to full time employees of the Company 
and its subsidiaries. Subject to appropriate adjustments in the event of changes in the capitalization of the 
Company, the number of common shares in respect of which options may be granted is limited to 200,000. 
The Plan will be administered by a committee consisting of three members of the Board of Directors, 
including the President and Chief Executive Officer, which may at any time prior to May 1, 1980 grant 
options having a duration of not more than five years. Options may be granted at prices of not less than 90% 
of the market price as defined in the Plan when the market price exceeds $5 per share and not less than 85% 
of such market price when the market price is not more than $5 per share. Subject to the limitation contained 
in the Plan, the number of common shares subject to each option and the terms of each option will be such 
as the committee granting such options may decide. Under the Plan the directors retain the right to amend 
or discontinue it. The Plan will not become effective unless it is approved by the Shareholders of the 
Company. Copies of the Plan are available for inspection during normal business hours at the offices of the 
Company, One Westmount Square, Montreal, Quebec H3Z 2X5. 


Election of Directors 


At the last Annual Meeting of Shareholders held on June 27th, 1974. Shareholders elected 19 directors. 
Pursuant to the powers conferred upon the Board of Directors by the Company’s Articles of Association, the 
Board recently adopted a resolution whereby, effective from the close or adjournment of the Meeting, the 
number of directors will be reduced from 19 to 11. 


The shares represented by the proxies hereby solicited will be voted for the election of each of the proposed 
nominees listed below (or for substitute nominees in the event of contingencies not known at the date hereof). 
Each such nominee who is elected a director shall hold office until his retirement at the close or adjournment of 
the next following Annual General Meeting, unless his office is vacated earlier, as provided in the Articles of 
Association of the Company. The Company’s Articles of Association state that at every Annual General Meeting 
all of the directors for the time being shall retire from office and that any retiring director or any person shall be eli- 
gible for re-election, election or appointment as a director provided that he has not attained the age of seventy (70). 
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PROPOSED NOMINEES FOR ELECTION 


The following directors who will retire at the close or adjournment of this Annual and Extraordinary General 
Meeting, will be eligible for re-election at the Meeting: — 


Period of Service Common Shares of the Company 


Name and Offices as a Director beneficially owned, directly 
held with the Company (From) or indirectly 
E. Jacques Courtois, Q.C. April 1973 500 
Paul G. Desmarais April 1969 100 
Sir Val Duncan, O.B.E.* April 1953 to None 

(Chairman of Executive Committee ) July 1963; and from 

October 1963 
Lewis W. Foy April 1969 1,000 
Jean-Paul Gignac, Eng. January 1970 100 
Sam Harris* July 1963 1,000 
Hiro Hiyama April 1973 None 
Harry W. Macdonell, Q.C.* April 1971 100 

(President and Chief Executive Officer ) 

Edmund L. de Rothschild, T.D. June 1954 None 
Harold L. Snyder, P.Eng. January 1975 135 


*Member of the Executive Committee of the Board of Directors. 


The following proposed nominee will be eligible for election at the Meeting: — 


Common Shares of the Company 
beneficially owned, directly 
Name . or indirectly 


George Baker None 


PRINCIPAL OCCUPATION OF PROPOSED 
NOMINEES FOR ELECTION 


Set out below is the principal occupation or employment of each person proposed to be nominated for 
election as a director, and, in respect of George Baker and Harold L. Snyder, the principal occupations or 
employments within the five preceding years: 


George Baker, Vice President and General Manager of Tinto Holdings Canada Limited since 1969. 


E. Jacques Courtois, a partner of Messrs. Laing, Weldon, Courtois, Clarkson, Parsons & Tétrault, 
advocates, barristers and solicitors. 


Paul G. Desmarais, Chairman and Chief Executive Officer of Power Corporation of Canada, Limited, an 
investment and management company. 


Sir Val (John Valette ) Duncan, Chairman and Chief Executive of The Rio Tinto-Zinc Corporation Limited, an 
international mining and industrial corporation, of London, England. 


Lewis W. Foy, Chairman of Bethlehem Steel Corporation, manufacturer of steel and steel east with 
Headquarters in Bethlehem, Pa., U.S.A. 


Jean-Paul Gignac, President and Chief Executive Officer of Sidbec-Dosco, manufacturer of steel and steel 
products. 


Sam Harris, a senior partner of Fried, Frank, Harris, Shriver and Jacobson, attorneys-at-law, of New York, 
U.S.A. 


Hiro Hiyama, President of Marubeni Corporation, a trading company of Tokyo, Japan. 
Harry W. Macdonell, President and Chief Executive Officer of the Company. 


Edmund Leopold de Rothschild, Chairman of N.M. Rothschild & Sons Limited, Merchant Bankers, of 
London, England. 


Harold L. Snyder, Vice-President of the Company since May 1970 and from 1970 until 1974 the Executive 
Vice-President of Churchill Falls (Labrador) Corporation Limited (“Churchill Falls” ). He joined Churchill Falls in 
1964 and was appointed a Vice-President of it in 1969. On March 1, 1975, Mr. Snyder will be taking up new 
duties as the Director of the Centre for Cold Ocean Resources Engineering at Memorial University, St. John’s, 
Newfoundland. 


Appointment of Auditors 


Itis intended that the shares represented by the proxies hereby solicited will be voted for the reappointment 
of Peat, Marwick, Mitchell & Co., 1155 Dorchester Blvd. West, Montreal, Quebec, as auditors of the Company to 
hold office until the next Annual General Meeting of the Company and for the authorization of the directors to fix 
their remuneration. 


Voting Shares and Principal Holders Thereof 


On September 25, 1974 the Company made an offer to purchase from its Shareholders the issued and 
outstanding common shares of the Company for a purchase price of $7.07 per share. As of February 7th, 1975, 
the Company had purchased and holds in its treasury 9,454,757 common shares. As of the date hereof, an 
additional 83,367 shares have been tendered for purchase and if not withdrawn will be purchased. The offer 
to Shareholders expires on March 31, 1975. The common shares purchased will not be cancelled and may 
be resold from time to time by the Company at such prices and on such terms and conditions as the Board 
of Directors may determine. 


As of February 7, 1975 there were outstanding in the hands of its Shareholders 15,154,728 common 
shares of the Company without nominal or par value. 


The common shares of the Company are the only class of shares of the Company that are issued and 
entitled to be voted at the Meeting. If the additional 83,367 common shares tendered pursuant to the Company’s 
offer to purchase shares are purchased, there will be issued and outstanding and entitled to vote at the Meeting, 
15,071,361 common shares. There may be further common shares tendered for purchase between February 
17th and 28th, 1975 inclusive. The purchase of these tendered shares would further reduce the outstanding 
common shares entitled to be voted at the Meeting. 


To the knowledge of the directors and senior officers of the Company, the only person or corporation which 
beneficially owns (within the meaning of The Securities Act (Ontario) ), directly or indirectly, more than 10% of 
the outstanding common shares of the Company is The Rio Tinto-Zinc Corporation Limited, 6 St. James's 
Square, London, England (“RTZ”’). At the date hereof, RTZ owns 100 common shares directly, and through a 
wholly owned subsidiary, Tinto Holdings Canada Limited (“Tinto”), Suite 3209, Toronto-Dominion Centre, 
Toronto, Ontario, RTZ beneficially owns 2100 common shares. Thornwood Investments Limited (having the 
same address as Tinto), which is 80% owned by RTZ and 20% by Bethlehem Steel Corporation, Bethlehem, 
Pa., U.S.A. (“Bethlehem”), owns 12,113,831 common shares. For the purpose of The Securities Act (Ontario ) 
on the date hereof, RTZ is deemed to own beneficially 12,116,031 (80% ) of the outstanding common shares 
of the Company. RTZ’s net beneficial interest in the common share equity of the Company is 64% and that 
of Bethlehem is 16%. Marubeni Corporation (“Marubeni”) and the Fuji Bank Ltd. (“Fuji Bank”) are the bene- 
ficial owners of an aggregate of 1,200,000 (8%) outstanding common shares. RTZ, Bethlehem, Marubeni 
and Fuji Bank have undertaken not to tender any of the common shares owned or controlled by them. To the 
extent that additional common shares are purchased pursuant to the Company’s offer to its shareholders, 
their percentage net beneficial interests in the Company will increase. 


Upon a show of hands, every Shareholder present in person and every proxy who is not a Shareholder and 
who represents a Shareholder entitled to vote, shall have one vote only. 
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Upon a poll, which may be demanded by the chairman of the Meeting or by Shareholders representing not 
less than 5% of the shares represented at the Meeting in person or by proxy and entitled to vote, every such 
Shareholder shall have one vote for each common share of the Company registered in his name. A Shareholder 
may appoint another person, who need not be a Shareholder of the Company, as his proxy to attend and vote in 
his place and stead; where a corporation, being a Shareholder entitled to vote, is present by proxy, or by aperson 
duly appointed who is not a Shareholder, such proxy or person shall, in addition to voting on a poll, be entitled to 
vote for such corporation on a show of hands. Upon a poll the passing of an Ordinary Resolution requires the 
approval of a majority of the common shares represented at the Meeting either in person or by proxy. The 
passing of a Special Resolution requires the approval of at least 75% of the votes cast. 


The instrument appointing the proxy shall be in writing under the hand of the Shareholder or of his attorney, 
duly authorized in writing or, if the Shareholder be a corporation, either under its corporate seal or under the hand 
of an officer or its attorney so authorized. 


The instrument appointing a proxy and the power of attorney or other authority (if any ) under which it is 
signed, or a notarially certified copy of such power or authority, to be effective, must be deposited with The Royal 
Trust Company, P.O. Box 1810, Station “B”, Montreal, Quebec H3B 3L5, not less than forty-eight hours before 
the time appointed for holding the Meeting or adjourned Meeting at which the person named in the instrument 
proposes to vote. The instrument appointing a proxy shall be valid only for the Meeting for which it is given or 
any adjournment thereof. 


Voting of Shares Represented by Management Proxy 


The accompanying form of proxy confers discretionary voting authority upon the persons 
designated therein. The shares represented by any valid Instrument of Proxy on the said form and 
appointing the persons named therein to represent the Shareholder at the Meeting will be voted in 
accordance with the directions of the Shareholder as specified in the Instrument of Proxy in respect of 
each Resolution referred to in the Notice of Meeting. In the absence of such directions the shares 
represented by such Instrument of Proxy will be voted in favor of each such Resolution. 


Management is not aware of any matters other than those identified in the Notice of Meeting that 
may come before the Meeting. If, however, other matters properly come before the Meeting, or there are 
any amendments or variations to matters identified in the Notice of Meeting, the persons designated in 
the accompanying form of proxy will vote thereon in accordance with their best judgment pursuant to 
the discretionary authority conferred by the Instrument of Proxy with regard to such matters. 


Designation of Persons Other Than Those Named in the Management Proxy 


Each Shareholder has the right to designate as his proxy a person other than those designated in 
the accompanying form of proxy to attend and vote for such Shareholder at the Meeting. Any 
Shareholder desiring to exercise such right may do so by striking out the names of the persons 
designated in the accompanying form of proxy and inserting, in the space provided, the name of the 
person he wishes to designate as his proxy, or he may do so by executing an instrument appointing a 
proxy in a form similar to the accompanying form of proxy. 


Revocability of Proxy 


A Shareholder giving a proxy has power to revoke it at any time before it has been exercised, provided 
notice in writing of such revocation shall have been received by the Company at its registered office, Suite 1101, 
Royal Trust Building, St. John’s, Newfoundland, at least forty-eight hours before the commencement of the 
Meeting or adjourned Meeting at which the Instrument of Proxy is to be used. 


Remuneration of Management and Others 


The aggregate direct remuneration paid or agreed to be paid to directors and senior officers of the Company 
during the year ended December 31, 1974 by the Company and its consolidated subsidiaries, was $542,167 
and by its unconsolidated subsidiary Churchill Falls, was $68,218. The aggregate remuneration paid or 
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proposed to be paid to senior officers, including senior officers who are directors, as bonuses, retirement or 
severance allowances is $634,291. The agreement whereby services (including the provision of senior manage- 
ment personnel ) were being provided in 1974 to the Company and Churchill Falls by Rio Tinto North American 
Services Limited (“RTNAS”) for an annual fee of $600,000 was terminated on June 27, 1974 at the time of 
the completion of the sale of the Company’s interest in Churchill Falls and its other water power interests in 
Labrador to the Province of Newfoundland. Prior to termination of said agreement, RTNAS was paid fees 
aggregating $295,000 in 1974. By letter agreement dated July 17, 1974, RTNAS agreed to provide until 
December 31, 1974 certain senior management personnel to the Company on reimbursement to RTNAS of 
the expenses incurred by it in providing staff services to the Company. The amount paid by the Company to 
RTNAS under this letter agreement for remuneration during 1974 was $181,500. The arrangements set forth 
in the letter agreement of July 17, 1974 are being continued on a month-to-month basis. 


The estimated aggregate cost to the Company and its subsidiaries in the year ended December 31, 1974 of 
all pension benefits proposed to be paid under any normal pension plan, directly or indirectly, by the Company 
and its subsidiaries to directors and senior officers of the Company, in the event of their retirement at normal 
retirement age, was $29,246. 


Since January 1, 1974, senior officers exercised options to purchase common shares of the Company 
as follows: 


Price Range 

Number of of Common Shares 

Date of Shares During 30 day Period 
Purchase Purchased Price Prior to Date of Purchase 
March 20, 1974* 71,500 $3.70 25:25 $4.70 
40,000 4.17 20 4.70 
11,000 4.62 5.20 4.70 
3,334 S07 5.25 4.70 
5,000 5.416 5:25 4.70 
3,334 5.63 5.25 4.70 
March 22, 1974* 13,800 3.70 5:25 4.70 
September 12, 1974 49,000 3.70 7.00 6.00 
September 16, 1974** 7,500 5.18 7.00 6.00 


* On March 11, 1974, prior to the opening of the Montreal Stock Exchange (“M.S.E.”) and The Toronto Stock Exchange (“T.S.E.”), 
trading in the common shares was suspended at the request of the Government of Newfoundland. This suspension continued until 
April 1, 1974. 

** On September 13, 1974 and September 16, 1974, at the request of the Company, trading in the common shares was suspended by 


the M.S.E. and the T.S.E. pending the announcements of a special dividend and a proposed merger with Rio Algom Mines Limited 
which proposed merger has been since terminated. 


Dated as of the 17th day of February, 1975. By Order of the Board 
M. C. Burnes 


Secretary 
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Brinco 


ONE WESTMOUNT SQUARE, MONTREAL, QUEBEC, CANADA H3Z 2X5 TELEPHONE (514) 931-5771 


MAR 14 1975 March 6, 1975 


Information to Shareholders Concerning the $1.20 per Share Capital 
Surplus Dividend and Purchases of Shares for $7.07 per Share 


General Comments 


The information in this memorandum is for the use of shareholders in determining their 
tax position with respect to the transactions explained below. Shareholders should consult 
their tax advisors as to the tax effect of these transactions in their own individual circum- 
stances. 


On October 15, 1974 Brinco Limited paid a cash dividend of $1.20 per share to share- 
holders of record on September 25, 1974. This dividend was paid out of the Company’s 1971 
Capital Surplus on Hand in accordance with elections made under the Income Tax Act 
(Canada) and the Taxation Act (Quebec). 


On various dates in 1974 and 1975 the Company, pursuant to the “Offer to Purchase 
Shares” (as distributed to the shareholders and dated September 25, 1974), has purchased 
for $7.07 per share, shares tendered by shareholders. 


Shares tendered for purchase and received by the depositary, The Royal Trust Company, 
prior to the tender record dates of October 25, 1974 or November 29, 1974 were purchased by 
Brinco in 1974 and should be considered by shareholders as 1974 dispositions. 


Shares tendered for purchase and received by the depositary after November 29, 1974 
were purchased by Brinco in 1975 and should be considered by shareholders as a 1975 
disposition. 


For Canadian income tax purposes, the purchase price of $7.07 per share is deemed to 
consist of the following two amounts: 


Return of paid-in capital $ 3.0864 
Dividend (deemed paid out of 
1971 Capital Surplus on Hand) 3.9836 


$ 7.07 


(The Company has elected under the Income Tax Act (Canada) and the Taxation Act 
(Quebec) to have the dividend of $3.9836 per share deemed paid out of the Company’s 1971 
Capital Surplus on Hand immediately before each purchase.) 


Existing or former shareholders who have registered addresses in Canada will not 
receive a ‘Statement of Investment Income” (Form T-5 or TP-5). Such forms are not required 
to be issued with respect to these transactions. This notice will be the only information 
received by such shareholders. 


Shareholders with registered addresses outside Canada will receive a ‘“‘Statement of 
Amounts Paid or Credited to Non-Residents of Canada” (form NR4) with respect to these 
transactions. 


Shareholders resident in Canada who hold 
or held Brinco shares as capital property 


a) 


b) 


The shareholders who have tendered shares for purchase by the Company are con- 
sidered to have disposed of those shares for Canadian tax purposes on the date of 
purchase by the Company. Calculations will have to be made as to whether such a 
disposition gave rise to a capital gain or capital loss or no gain or loss for Canadian 
tax purposes. 


Pursuant to the elections made by the Company, the $1.20 cash dividend and the $7.07 
purchase price will be treated as areturn of capital to shareholders resident in Canada. 
These amounts are not required to be included in such a shareholders income for 
Canadian income tax purposes but may give rise to a capital gain or the reduction of a 
Capital loss on the disposition of Brinco shares. 


Corporate shareholders would include the amounts of $1.20 and $3.9836 per share in 
the computation of their own 1971 Capital Surplus on Hand, where relevant. 


Shareholders resident outside of Canada 


a) 


b) 


The $1.20 cash dividend and the $7.07 purchase price is not subject to Canadian 
non-resident withholding tax at source. 


Shareholders of Brinco resident outside of Canada, in general, are not subject to 
Canadian capital gains taxation with respect to Brinco shares and therefore no 
Canadian tax would arise to them with respect to the $7.07 per share purchase. 


Shareholders subject to taxation by other jurisdictions 


a) 


Ss 


C) 


No special Canadian taxes were paid to create the 1971 Capital Surplus on Hand out 
of which the $1.20 dividend and the $3.9836 deemed dividend portion of the $7.07 pur- 
chase price were deemed paid. 


The $1.20 dividend was a dividend declared and paid by the Company as a dividend 
and, where relevant, could be looked upon as a dividend out of capital profits. 


The $7.07 purchase price was paid as a purchase price for shares. The deemed 
dividend portion of the purchase price arose only as a result of Canadian tax legis- 
lation. The Company did not declare or pay any portion of the $7.07 purchase price 
as a dividend. 


M. C. BURNES 
Secretary 
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Brinco 


AUG 15 1975 


LIMITED and WHOLLY OWNED SUBSIDIARIES 


The consolidated net earnings before 
extraordinary items for the six months 
ended June 30, 1975, were $52,000 as 
compared to $4,352,000 for the same 
period in 1974. This reduction in net 
earnings continues to reflect the change 
in the Company’s operations following 
the sale of its shareholdings in Churchill 
Falls (Labrador) Corporation Limited in 
June 1974. 


The consolidated net earnings for the first 
six months of 1975 were $538,000. 
However, as a result of the Company’s 
1975 exploration programme, which is 
concentrated mainly in the summer and 
fall months, it is anticipated that the 
consolidated net earnings of the Company 
will decrease over the balance of this year. 


During the first six months of 1975, the 
Company has expended a total of 
$654,000 on projects of which $498,000 
was on the Abitibi asbestos feasibility 
study. 


Montreal, Quebec 
July 28, 1975 


Consolidated Statement of Changes 
in Financial Position for the 
six months ended June 30 


(unaudited) 
$ Thousands 
1975 1974 
Source of funds: 
Net earnings before extraordinary item . 24 — 
Add items not affecting working capital 
during the period: 
Depreciation and amortization ...... 44 — 
Deferred income taxes .............. 486 _— 
554 —_— 
Net proceeds from sale of shares of 
Churchill Falls (Labrador) 
Corporation Limited and Labrador 
water rights and related assets ....... — 159,000 
Issue of Capital stock ©. .</),0%-, ease oe — 1,063 
Other == ECs aa erocks cheer eae eee 2 — 
Total funds provided 556 160,063 
Use of funds: 
Net earnings before extraordinary item . — 4,352 
Add (deduct) items not affecting 
working capital during the period: 
Depreciation and amortization ...... — 16 
Equity in net income of Churchill 
Falls (Labrador) Corporation Limited — (5,166) 
— 798 
Investment in Abitibi Asbestos 
Mining Company Limited .......... — 255 
Abitibi asbestos project expenditures 
not converted into shares of 
Abitibi Asbestos Mining Company 
Limited atjunels Oe.) eee 498 284 
Expenditures on other projects ........ 156 144 
Other,investments:0c.0-6<. 4-0 ee 5 193 
Fixed assets ——mret). 3.05.5 oun wane ns 3 1155 
Purchase of common shares........... 5,890 — 
Totalifundszusedi ac... 6,552 1,829 
Increase (decrease) in working capital . (5,996) 158,234 © 
Working capital at beginning of period .. 62,202 4,948 © 
Working capital at end of period ........ 56,206 163,182 


AUG 15 1975 


Consolidated Statement of Earnings 
for the six months 
ended June 30 
(unaudited) 
$ Thousands 


1975 1974 


Income: 
Equity in net income of Churchill 
Falls (Labrador) Corporation Limited _ 5,166 
Income on short-term deposits ........ 2,489 415 
Income from Coseka Resources Limited 200 68 
2,689 5,649 
Expenses: 
PMMISLEALIVE fina cs 5s ni cy se on ones 995 514 
Depreciation and amortization ........ 44 16 


Exploration expenditures and other 
costs related to natural resources 
MEL CM eect aia) a suey neuelioncceiieysiier cok (2) ie (cel sire 1,140 767 


Earnings before income taxes, 
extraordinary items and 
RAMNVOTIGY sEMCCTOS tac sianye tts cers axl oonren arene at 510 4,352 


Mererred income taxes... ..css60+eee ee 486 — 


Net earnings before extraordinary 
items and minority interest ......... 24 4,352 


Extraordinary items: 


Gain on sale of shares of Churchill 
Falls (Labrador) Corporation Limited 
and Labrador water rights and 
TMFELO CL ASSELS) Ow grcicii es aesais ote vod —_ 87,148 


Reduction in income taxes due to 
utilization of exploration costs 


expensed in prior years............. 486 = 
Net earnings before minority interest .. 510 91,500 
Minority interest in loss of subsidiary ... 28 — 
MCE IE OS cb ths tears ccna’ sra a shi ote ol moans 538 91,500 
Net earnings per share before 
MATTAOLOINATY HEMS oo... ccc t even ce 0.4¢ $0.178 
let earnings per share.............-.+-- 3.6¢ $3.749 


The accounts are presented whereby the consolidated financial 
statements of Brinco Limited include the accounts of all its 
subsidiaries. In 1974 the investment in Churchill Falls (Labrador) 
Corporation Limited was included on an equity basis. 


AUG 15 1975 
Brinco 


The consolidated net earnings before 
extraordinary items for the six months 
ended June 30, 1975, were $52,000 as 
compared to $4,352,000 for the same 
period in 1974. This reduction in net 
earnings continues to reflect the change 
in the Company’s operations following 
the sale of its shareholdings in Churchill 
Falls (Labrador) Corporation Limited in 
June 1974. 


The consolidated net earnings for the first 
six months of 1975 were $538,000. 
However, as a result of the Company’s 
1975 exploration programme, which is 
concentrated mainly in the summer and 
fall months, it is anticipated that the 
consolidated net earnings of the Company 
will decrease over the balance of this year. 


During the first six months of 1975, the 
Company has expended a total of 
$654,000 on projects of which $498,000 
was on the Abitibi asbestos feasibility 
study. 


Montreal, Quebec 
July 28, 1975 


On peut obtenir le texte francais de ce | 
rapport aupreés du service des Relations || 
publiques, Brinco Limited, Un, i | 
Westmount Square, Montréal, Québec, 
Canada H3Z 2X5. 
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Brinco 


LIMITED and SUBSIDIARIES 


Labrador Uranium 


The preliminary feasibility study with respect 
to the Kitts/Michelin uranium deposits in Lab- 
rador and the surface diamond drilling pro- 
gram have now been completed. The results of 
the surface diamond drilling program are 
being assessed. A definitive feasibility study 
has been initiated and a field program to gather 
further data in support of the study is now 
under way. The first phase of the environmen- 
tal assessment for the project is nearing com- 
pletion. 


Abitibi Asbestos Mining Company Limited 


Following completion of the study of Abitibi 
Asbestos Mining Company Limited’s principal 
asbestos deposit near Amos, Quebec, discus- 
sions have commenced with prominent lend- 
ers to determine what financial arrangements 
are available. Concurrently, as announced in 
July, Brinco and Abitibi have begun discus- 
sions with Asarco Inc., the parent of Lake As- 
bestos of Quebec, Ltd., to explore the possibil- 
ity of reaching satisfactory commercial ar- 
rangements which could lead to development 
of the deposit. 


Brinco’s right to work on Abitibi’s asbestos 
properties and to make a production decision 
pursuant to the original agreements between 
Brinco and Abitibi, expired in July 1976. 
Brinco currently holds or is entitled to hold 
approximately 60% of Abitibi’s outstanding 
shares. 


Washington State Zinc 


Brinco’s U.S. subsidiary and its joint veriture 
partners are now engaged in a preliminary 
study on a former zinc producing property in 
the State of Washington. 


Consolidated Statement of Earnings 


for the six months ended June 30, 1976 


Income: 
Income from short-term deposits 
and commercial notes .:. )2....- 
Income from Coseka Resources 
Lai Mite ds, sack en Geer 


Expenses: 
Administrative. tc%..1.eeeoe eee 
Depreciation and amortization . 
Exploration expenditures and other 
costs related to natural resources 
TOU Gas cn sachin teins otek 


Earnings before income taxes, 
extraordinary item and 
MMINOTILY ANTETeStiaanns a ete cue 
Income: taxes’ sree wots cpa cere sweet he 


Net earnings before extraordinary 
item and minority interest ...... 
Reduction in income taxes due to 
utilization of exploration costs 
expensed in prior years .......... 


Net earnings before minority 
IN(6TCSt Seesaw ns Soe as ae 
Minority interest in loss of subsidiary 


INetearnin isc en asta eee clea ws 


Net earnings per share before 
extraGrcdinaryaltem= eoe50. 6a. ewes: 
Net earnings per share ............. 


(Unaudited) 

$ Thousands 
1976 1975 
2,600 2,489 
200 200 
2,800 2,689 
867 995 
55 44 
1,123 1,140 
2,045 279 
755 510 
508 486 
247 24 
229 486 
476 510 
46 28 
Ze 538 
2.0¢ 0.4¢ 
3.6¢ 3.6¢ 


Consolidated Statement of Changes in 
Financial Position for the 
six months ended June 30, 1976 


(Unaudited) 
$ Thousands 


1976 1975 


Source of funds: 
Net earnings before extraordinary 
TEOIN Se eehcuais it cere par orem enn 247 24 
Add items not affecting working 
capital during the period: 


Depreciation and amortization .. 55 44 
MICOME TaXOSiee stat. tre ye ens 508 486 
Lotal: funds provided 7y..-->.ses 810 554 


Use of funds: 
Abitibi asbestos project 
expenditures for the current year 


not converted into shares of 
Abitibi Asbestos Mining 


Company Limited at June 30.... 438 498 
Expenditures on Kitts/Michelin 

DIOJCCE.. soc aaa meld vetoes 374 
Other project expenditures ....... — 156 
Other-—niet45... csebanar othe ee 32 6 
Purchase of common shares ...... _ 5,890 
Total'fands: Usedinct.. on 6) ceutetn wees 844 6,550 
Decrease in working capital ...... (34) (5,996) 
Working capital at beginning of 

a sy Re... aie ae ed 54,686 62,202 


Working capital at end of period... 54,652 56,206 


The consolidated financial statements of Brinco Limited 
include the accounts of all its subsidiaries. 
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Brinco 


LIMITED and SUBSIDIARIES 


Labrador Uranium 

A review of the technical feasibility study has been com- 
pleted and the economic evaluation of the project is still 
in progress. 


Geological exploration teams are continuing the pro- 
gram of field work on the concession areas in Labrador 
covered by the joint venture agreement with 
Urangesellschaft Canada Limited. 


Abitibi Asbestos 

Talks which were initiated by Abitibi Asbestos Mining 
Company Limited with the Quebec Department of 
Natural Resources are still in progress. The Department 
has reviewed data on the work completed to date, and a 
report has been made to the Minister. Although the pos- 
sibility of participation by the Government in the de- 
velopment of Abitibi’s asbestos deposit has been dis- 
cussed, there has been no agreement or decision of any 
kind reached in this area. 


Discussions with Lake Asbestos of Quebec, Ltd have 
been temporarily suspended pending further word from 
the Government. 


Washington State Zinc 

Sensitivity studies on the feasibility of the zine project 
have been completed by the partners. The current out- 
look for lead and zinc prices is not encouraging and 
further work on the project has been deferred. 


Other 

In the Port aux Basques area of Newfoundland, a current 
drilling program under joint venture arrangements with 
Riocanex has intersected interesting gold values in sev- 
eral drill holes over a strike length of approximately 500 
feet in two zones. Assays by atomic absorption suggest 
values of between .19 and .90 oz. Au over true widths of 5 
to 13.5 feet and there are indications that grade may 
improve upon fire assay. Drilling is continuing on this 
prospect, in which the Brinex interest is approximately 
Dal on 


Financial Results 

Net earnings for the first six months of 1977 were 
$387,000 compared with $522,000 for the same period in 
1976. 


During the six months ended June 30, 1977, approxi- 
mately $2.2 million was spent on the Labrador uranium 
project. Working capital at the end of the period was 
$50.4 million. 


Consolidated Statement of Earnings 
for the six months ended June 30, 1977 
(with comparative figures for 1976) 


(Unaudited) 
$ Thousands 
1977 1976 
Income: 
Income from short-term deposits 
and commercial notes .......... 2,060 2,600 
Income from Coseka Resources 
DAO ata ra, aeeeer aes. an taker 140 200 
2,200 _ 2,800 
Expenses: 
Adin tstwatives\Ssecnn. tee waar 910 867 
Depreciation and amortization .... 68 5D 
Exploration expenditures and other 
costs related to natural resources 
— net or recoveries from 
DariNeYs tare sect asc: oe See eee IO, oS 
1,688 2,045 
Earnings before income taxes, 
extraordinary item and 
IMINOLILY “ICEL ESian yee. conta ake rt? 512 730 
iGOmMe taxes aire ea a eaiclecnaras arches __ 383 ~—-5508 
Net earnings before 
extraordinary item 
and aminonity mterest ates... 2ack 129 247 
Extraordinary item: 
Reduction in income taxes due to 
utilization of exploration and 
other costs expensed 
iM FOLlOMyCATSrc opie ae: __ 237 229 
Net earnings before minority 
COLES Mer. Mar tuna cr etree er 366 476 
Minority interest in loss of subsidiary —_21 46 
INGINCARINING Se mit caaetrdy hs eetar et eee 387 O22 
Net earnings per share before 
extraordinary itelius mic sane e 1.0¢ 2.0¢ 
Net earnings per share ............. 2.6¢ 3.6¢ 


Consolidated Statement of Changes in 


Financial Position for the 
six months ended June 30, 1977 
(with comparative figures for 1976) 


Source of funds: 
Net earnings before extraordinary 
ILETN Seas Sa ene «oes ee re rl 


Items not affecting working 
capital during the period: 


Depreciation and amortization 
Deterred mcome: taxes. wae es 
OCH eraan cae eee 


Funds provided by operations 
Proceeds from sale of investments . 


Total funds provided......... 


Use of funds: 
Project expenditures: 
Abitibicasbestos cartes. oc ce ee 


Washington State zinc ......... 


Investment in shares of 
Coseka Resources Limited ...... 


Otirewitenisi— snc tae ee 


Decrease in working capital 


Working capital at beginning of 
PETIOd Mec. wader cae eee Th ees eae 


Working capital at end of period .... 


(Unaudited) 

$ Thousands 
1977 _1976 
129 247 
68 35 
383 508 
ee ae 
592 810 
39 = 
631 810 
77 438 
2,195 374 
61 — 
347 — 
li ese 
2,698 844 
2,067 34 
52,525 54,686 
50,458 54,652 


The consolidated financial statements of Brinco Limited in- 


clude the accounts of all its subsidiaries. 
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LIMITED and SUBSIDIARIES 


Labrador Uranium 


Brinco is continuing to review the feasibility of the de- 
velopment of the Labrador uranium project. Efforts are 
being concentrated on studying the technical and eco- 
nomic feasibility of alternative development concepts. 
Urangesellschaft Canada Limited is a joint venture part- 
ner in this project. 


Exploration Activities 


In 1978 the principal areas of field exploration activity 
are in Newfoundland, Saskatchewan and the Yukon. 


In Labrador and on the island of Newfoundland, Brinco 
and its joint venture partners are carrying out extensive 
exploration programmes for uranium and base metals. 


Brinco is participating in three uranium programmes in 
the Athabasca Basin in Saskatchewan. Brinco’s final 
equity positions are dependent upon the degree of par- 
ticipation in the programme by the Saskatchewan 
Mining Development Corporation and other joint 
venture partners. 


In the Yukon, where Brinco is the major partner in the 
Ogilvie Joint Venture, a drill hole has intersected miner- 
alization in what may be a second zone of lead-zinc 
mineralization. Geological complexity renders it uncer- 
tain whether this is an entirely new zone or a fault or 
fold repetition of the previously reported zone. Dia- 
mond drilling in both zones is continuing but drill hole 
deviation is a problem. 


In addition, exploration for uranium is being carried out 
in British Columbia and the United States of America 
and for base metals in Ontario. 


Financial Results 


Consolidated net earnings for the six months ended June 
30, 1978 were $343,000 as compared to $387,000 for the 
same period in 1977. This reduction in net earnings was 
due to a reduction in investment income and an in- 
crease in exploration expenditures which were only 
partially offset by the inclusion, in 1978, of Brinco’s 
equity in net income of Coseka Resources Limited. 


Management 
On July 6th, Mr. Donald R. De Laporte resigned as Pres- 


ident and Chief Executive Officer, and was replaced on 
an interim basis by Mr. Graeme A. Elliot. 


On July 28th, Mr. Hugh R. Snyder was elected President 
and Chief Executive Officer effective October 1, 1978. 
Mr. Elliot will continue in office until that date. 


Consolidated Statement of Earnings 
for the six months ended June 30, 1978 
(with comparative figures for 1977) 


(Unaudited) 
$ Thousands 
1978 1977 
Income: 
Income from short-term deposits ...... 1,779 2,060 
Income from debentures of 
Coseka Resources Limited ......... { _* 140 
1,779 2,200 
Expenses: 
Administrativeso). se onas.aet al ie 833 910 
Depreciation and amortization........ 56 68 
Exploration expenditures and other costs 
related to natural resources 
—net of recoveries from partners . 1,048 710 
1,937 1,688 
Earnings (loss) before items set out 
separately below ...: au...0 <4 hese (158) 512 
INCOME TAXCS noe. eee eee ee ee 55 383 
(213) 129 
Equity in net income of 
Coseka Resources Limited ............ 523 —_ 
310 129 
Extraordinary item: 
Reduction in income taxes due to 
utilization of exploration and 
other costs expensed in prior years . .. = 237: 
310 366 
Minority interest in loss of subsidiary... .. 33 21 
Netieaninintis: st ascn.cachn ae ee 343 387 
Net earnings per share before 
extraordinary item-........+ 00 ou00ese 2.3¢ 1.0¢ 
Net earnings pershare ................. 2.3¢ 2.6¢ 


Consolidated Statement of Changes 
in Financial Position 
for the six months ended June 30, 1978 
(with comparative figures for 1977) 


(Unaudited) 
$ Thousands 


1978 1977 


Source of funds: 
Net earnings before extraordinary 
IGM T. tLe eee See eee _ 129 
Items not affecting working capital 
during the period: 


Depreciation and amortization...... oe 68 
Deferred income taxes ............. = 383 
Other Se eee eee — AZ 
Funds provided by operations ..... = 592 
Reduction of long term advances ...... 6 = 
Proceeds from sale of investments ..... aa 39 
Total funds provided ............ 6 631 
Use of funds: 
Net loss before equity in net 
income of Coseka Resource Limited 
and extraordinary item............. 213 —_ 
Items not affecting working capital 
during the period: 
Depreciation and amortization...... 56 _ 
Deferred income taxes ............. 55 — 
Otherness See ee eee cee 13 _ 
Funds used inoperations......... 89 ~ 
Project expenditures: 
AbitibwASbeEStOsiwinnws. seen see 51 77 
EabradomUraniltimesaeernnc acer 499 2,195 
Washington State Zinc............. 12 61 
Investment in shares of 
Coseka Resources Limited .......... = 347 
Purchase of fixed assets and other 
ites; nett 2b hee ieee Re. Ss 73 18 
lofalfundssed@ae see ee 724 2,698 
Decrease in working capital....... 718 2,067 
Working capital at beginning of period ... 47,049 52,525 
Working capital at end of period......... 46,331 50,458 


The consolidated financial statements of Brinco Limited in- 
clude the accounts of all its subsidiaries. 
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NOTICE 


of ANNUAL and EXTRAORDINARY 


-Brinco 


LIMITED and SUBSIDIARIES 


Labrador Uranium 


Brinco’s wholly-owned subsidiary British Newfound- 
land Exploration Limited (‘‘Brinex’’) has exercised an 
option on the 40% interest of Urangesellschaft Canada 
Limited in the joint venture covering portions of 
Brinex’s concession areas in Labrador. Subject to Cana- 
dian and United States government and regulatory 
approvals, Brinex has agreed to transfer the 40% 
interest to Edison Development Canada Inc., a wholly- 
owned Canadian subsidiary of Commonwealth Edison 
Company of Chicago. 


An agreement in principle has been reached with 
Commonwealth Edison whereby it will, through its sub- 
sidiary, arrange financing of mine and mill construc- 


tion, at the Kitts and Michelin deposits in Labrador, and 


will purchase up to 18 million Ibs. of uranium. Brinex 
will provide construction and operating management. 
Final contract arrangements are to be settled and will be 
subject to government and regulatory approvals. 


The project would be staged out of Goose Bay where 
extensive infrastructure requirements already exist. An 
85 mile all-weather road would be constructed from 
Goose Bay to mill-site. Employment resulting from the 
project would be approximately 300, most of whom 
would be housed at Goose Bay. Employment during 
construction, including support personnel, would be 
considerably higher. 


This concept was the subject of a feasibility study com- 
menced by Kilborn Limited in January of this year and 
completed in June. During the latter half of the year 
certain confirmatory work will be done to refine the 
concept and cost estimates. An Environmental Impact 
Statement and Preliminary Site and Safety Reports have 
been submitted to the Newfoundland Government, the 
public, and the Atomic Energy Control Board. Addition- 
ally, a number of public meetings have been held to 
review the project program with local communities. A 
decision to proceed with the project would be depen- 
dent upon successful conclusion of final contract 
arrangements with Commonwealth Edison, approval by 
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government and regulatory authorities, and upon con- 
firmation of the feasibility work undertaken in the first 
half of the year. 


General Exploration 


Drilling on the first of three target areas at Melody Hill 
on the Company’s exploration lands in Labrador has 
recently commenced. While additional highly radio- 
active boulders have been discovered, the source of 
these has not yet been located. New discoveries of 
radioactive boulders have also been made recently 
northeast of Mustang Lake, and mineralized outcrops 
have been identified northeast of Aurora Lake. All of 
these areas are within ten miles of the Michelin deposit. 


Negotiations with a prospective new partner for future 
exploration for lead and zinc on the Jason property in 
the Yukon under the Ogilvie Joint Venture are pro- 
ceeding favourably, and drilling is expected to com- 
mence in August. Exploration and drilling programs for 
base metals and uranium in Newfoundland are under- 
way, and drilling is expected to start in August on an 
exploration program for uranium in the southern 
United States. Work is continuing on the Saskatchewan 
uranium properties. 


Merger with Conuco 


A Merger and Amalgamation Agreement was recently 
signed by the Company and by Conuco Limited and 
certain of its affiliated companies. The merger is to be 
accomplished by statutory amalgamation of Conuco 
and its affiliates and shortly thereafter all shareholders 
of the resulting amalgamated company will receive 
Brinco common and preferred shares in exchange for 
or on redemption of their shares in the amalgamated 
company. Completion of the merger is subject to 
approval by the Foreign Investment Review Agency, 
and to approval by the shareholders of both the Com- 
pany and Conuco, which will be sought at share- 
holders’ meetings early in the fall. 


The Company's objective is to acquire significant oil 
and gas assets and become an active and aggressive 
participant in the Canadian oil and gas industry. 


ww 
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Coseka Resources Limited 


Brinco has a 25% interest in Coseka Resources Limited. 
Coseka is still adjusting to the January 1978 acquisition 
of Taiga Resources and the financial requirements of 
development programs in the Douglas Arch area of 
Colorado and Utah. Net income was $2,266,837 or 22 
cents per share of the nine-month period ending April 
30, 1979. This compares to $2,787 ,000 or 32 cents a share 
for the similar period in the previous fiscal year. Coseka 
has announced that the first well in their 1979 Douglas 
Arch development program was completed as a suc- 
cessful gas well. The well was drilled as a step-out to a 
Dakota formation gas discovery made last year in the 
Thunder area of Colorado. The new well tested 4.8 
million cubic feet per day through a one-inch orifice 
plate from the Dakota formation at a depth of 6,100 feet. 
The planned 1979 program consists of the drilling of a 
minimum of 50 wells, 38 of which will be Dakota tests. 
At the peak of the program, six drilling rigs will be 
employed. 


Wharf Resources Ltd. (44% owned by Coseka). will 
begin operations in the fall at its open pit gold-silver 
mine near Landusky, Montana. 


Administrative Changes 


The major reorganization of Brinco’s management 
structure initiated in September 1978 has now been 
completed with the appointment of a Vice-President — 
Finance. Relocation of the Company’s executive offices 
from Mississauga to 20 King Street West, Toronto took 
place in mid-July. 


Financial Results 


Consolidated net earnings before extraordinary item 
for the six months ended June 30, 1979 were $247,000 
compared with $289,000 as restated for the same period 
in 1978. 


Consolidated net earnings for the six months to June 
30, 1979 were $442,000 compared to net earnings of 
$1,898,000, as restated, for the same period last year. 
The restatement of 1978 earnings relates to the increase 
in book value of Brinco’s investment in Coseka 
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Resources Limited as a result of Coseka’s acquisition of 
Taiga Resources Limited. 


Expenses related to the proposed merger with Conuco 
Limited, the agreement with Commonwealth Edison, 
and the costs associated with the corporate re- 
organization undertaken at the beginning of the year 
were major factors in the increase in expenditures for 
the six months ended June 30, 1979. 


Working capital at the end of the period was $43.6 
million. 


August 7, 1979 


Consolidated Statement of Earnings 
for the six months ended June 30, 1979 
(with comparative figures for 1978) 


(Unaudited) 
$ Thousands 
1979 1978 
(restated) 
Income: 
Income from short-term investments .. 2,355 WTS) 
Expenses: 
PeEMPERDAIST ATIVE S 3% cu wie Soc. o's ois sie vo sminiore 1,449 807 
Interest on bank loan ................ 55 26 
Depreciation and amortization ........ 84 56 
Exploration expenditures and other 
costs related to natural resources 
— net of recoveries from partners... 749 1,048 
23a7 1,937 
Earnings (loss) before items set out 
Beparately DeIOW oo <6. 2 nse es ee ee ee 18 (158) 
MNECOMMEOLAK ES Yoreleisnelesa terse vier) s/ie ole Aeact «51-016 _ 152 55 
( 134) (213) 
Equity in net income of 
Coseka Resources Limited ............ _381 502 
247 289 
Extraordinary item: 
Reduction in income taxes due to 
utilization of exploration and 
other costs expensed in 
OUOLR ASUS ola cttvoltiaoS 60.01 cha ronan + 152 —_ 
Increase in book value of 
investment in 
Coseka Resources Limited .......... = 1,576 
399 1,865 
Minority interest in loss of subsidiary.... 43 33 
NE CEETINI EAN on tolocuor SHlome 5 ORO Coa meee _ 442 1,898 
Net earnings per share before 
extraordinary wteMm fy aco. ps nsresnae: 2-09 2.2¢ 
Net earnings per share .............s6- 3.0¢ 13.0 


Consolidated Statement of Changes 
in Financial Position 
for the six months ended June 30, 1979 
(with comparative figures for 1978) 


(Unaudited) 
$ Thousands 


1979 1978 
Source of funds: 
Net loss before equity in 
net income of Coseka Resources 
Limited and extraordinary item ...... 134 213 
Items not affecting working capital 
during the period: 
Depreciation and amortization ...... 84 56 
IMEOMERLAXKECS areas oro he os Seek yee 152 oS 
Oiler ser see, oka reittoties | eee Gls 
Funds provided (used) by 
ODELANONS rs hor Fa rteeadel- Says i 102 (89) 
Reduction of long term advances...... — 6 
Proceeds from issue of common shares f25) 
Total funds provided (used)....... 174 ——s«83) 
Use of funds: 
Project expenditures: 
AbitibitasbestOs is eres. ec rersedeae os 45 51 
Labregot Uren iea<3 serie es 8 756 499 
OUNerin eee alos. eines wes 65a NS 6 12 
Purchase of fixed assets —net........ 239 73 
Investments in other companies....... 220 pa 
Long term advances — net............ of) 
MGtal funds tsed 5.0 22s ses oe 1305 635 
Decrease in working capital....... 1,131 718 
Working capital at beginning of period .. 44,757 47,049 


Working capital at end of period ........ 43,626 46,331 


The consolidated financial statements of Brinco Limited 
include the accounts of all its subsidiaries. 
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On peut obtenir le texte francais de ce rapport 
aupres du service des relations publiques, Brinco 
Limited, 20 King Street West, Toronto, Ontario. 
M5H 1C4. 


~Brinco 


20 King Street West, Toronto, Ontario MSH 1C4 
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NOTICE 


of ANNUAL and EXTRAORDINARY 
GENERAL MEETING 


NOTICE is hereby given that the Annual and Extraordinary General Meeting of Brinco Limited 
(the ‘“Company’’) will be held in the Salon Jolliet of the Queen Elizabeth Hotel, Montreal, Quebec, 
at 11:00 a.m. (Montreal Time) on Thursday, April 29, 1976: 


1. To consider the Company’s accounts and balance sheet and the reports of the directors and 
auditors for the year ended December 31, 1975 and, if thought fit, pass as an Ordinary 
Resolution, Resolution No. 1, entitled “Accounts and Reports” ; 


2. To consider and, if thought fit, pass as a Special Resolution, Resolution No. 2, entitled, 
“Eligibility of Directors for Re-election”’; 


3. To elect directors; 
4. To appoint auditors and authorize the directors to fix their remuneration; 


5. To transact such other business of the Company as may properly come before the Meeting. 
The Resolutions referred to above are set forth on the following page. 
Any Shareholder who is unable to attend the Meeting in person is entitled to be represented by a 
proxy and is requested, after referring to the pertinent sections of the attached Information Circular, 
to date, sign and return the enclosed form of proxy to The Royal Trust Company, P.O. Box 1810, 
Station “B”, Montreal H3B 3L5, Province of Quebec, not less than forty-eight hours before the time 
fixed for the Meeting. A proxy need not be a Shareholder of the Company. 
Dated this 2nd day of April, 1976. 
By Order of the Board 
Paul F. McDonald 


Secretary 


Attached hereto: 


Information Circular 


Enclosed herewith: 
Form of Proxy 


Addressed envelope 


(Version frangaise au verso) 


RESOLUTIONS 


Resolution No. 1 — To be Proposed as an Ordinary Resolution “Accounts and Reports” 


RESOLVED 


THAT the Company’s accounts and balance sheet and the reports of the directors and 
auditors for the year ended December 31, 1975 be and they are hereby adopted. 


Resolution No. 2 — To be Proposed as a Special Resolution “Eligibility of Directors for Re-election” 


RESOLVED 


THAT Article 70 of the Articles of Association, which now reads: 


“70. A retiring Director shall be eligible for re-election except that, after January 1, 1973, 
any person who has attained the age of 70 shall not be eligible to be appointed, elected, 
or re-elected a Director.” 


is hereby repealed and replaced by the following: 


“70. A-retiring Director shall be eligible for re-election, except that, unless by Resolution of 
the Board specifically otherwise provided with respect to any retiring director, no 
person who has attained the age of 70 shall be eligible for appointment, election, or 
re-election as a director.” 


INFORMATION CIRCULAR 


This Information Circular is furnished in accordance with the provisions of The Securities Act of 
Ontario, R.S.O. 1970, c. 426, as amended, in connection with the solicitation by the management of 
Brinco Limited (the “Company”) of proxies to be voted at the Annual and Extraordinary General 
Meeting of the Company (the ‘““Meeting”), to be held on the date and for the purposes set forth in the 
accompanying Notice of the Meeting. The information contained herein is given as of the 2nd day of 
April, 1976. 


Solicitation of Proxies 


In addition to the present solicitation by management, proxies may also be solicited on behalf of 
management by directors, officers, and regular employees of the Company, by mail, by telegram or 
by telephone. The cost of solicitation, which is expected to be nominal, will be borne by the 
Company. 


Particulars of Special Matters To Be Acted Upon 


At the Meeting, Shareholders will be asked to: — 
pass a Special Resolution (Resolution No. 2 — Eligibility of Directors for Re-election) repealing and 
replacing Article 70 of the Articles of Association for the purpose of enabling the Board to provide 
for the eligibility for appointment, election or re-election of a retiring director who has attained 
the age of 70. 


Election of Directors 


At the last Annual Meeting of Shareholders held on March 20th, 1975, Shareholders elected 
eleven (11) directors. 


Pursuant to the powers conferred upon the Board by the Articles of Association, the Board at a 
meeting held on June 3, 1975, adopted a resolution whereby the number of directors was increased 
from eleven (11) to twelve (12). 


The shares represented by the proxies solicited will be voted for the election of each of the 
proposed nominees listed below (or for substitute nominees in the event of contingencies not known 
at the date hereof). Each such nominee who is elected a director shall hold office until his retirement 
at the close or adjournment of the next following Annual General Meeting, unless his office is 
vacated earlier. The Articles of Association presently provide that at every Annual General Meeting 
all of the directors shall retire from office and that any retiring director or any person shall be eligible 
for re-election, election or appointment as a director provided that he has not attained the age of 
seventy (70). 


As stated under the heading “Particulars of Special Matters To Be Acted Upon”, it is proposed to 
pass a Special Resolution at the Meeting for the purpose of modifying the age restriction with 
respect to retiring directors. 


PROPOSED NOMINEES FOR ELECTION 


The following directors who will retire at the close or adjournment of the Meeting, are proposed for 
nomination for election as directors at the Meeting: — 


Period of Service Common Shares of the Company 


Name as a Director beneficially owned, 

[From] directly or indirectly 
George Baker March 1975 — 
E. Jacques Courtois, Q. C. April 1973 500 
Donald R. De Laporte* October 1975 =~ 
Paul G. Desmarais* April 1969 100 
Lewis W. Foy April 1969 1,000 
Jean-Paul Gignac* January 1970 100 
Sam Harris* July 1963 — 
Hiro Hiyama April 1973 — 
Harry W. Macdonell, Q. C. April 1971 — 
Edmund L. de Rothschild, T.D. June 1954 — 
Harold L. Snyder January 1975 135 
Sir Mark Turner* + January 1976 — 


Member of the Executive Committee of the Board. 


+ The Board on February 26th, 1976, passed a resolution declaring Sir Mark Turner eligible for election as 
a director, conditional upon the passing at the Meeting of Resolution No. 2 “Eligibility of Directors 
for Re-election”. 


PRINCIPAL OCCUPATION OF PROPOSED 
NOMINEES FOR ELECTION 


Set out below is the principal occupation or employment of each person proposed to be 
nominated for election as a director, and where applicable positions and offices with the Company 
held by them, and in respect of Donald R. De Laporte and Sir Mark Turner, their principal 
occupations or employments within the five preceding years: 


George Baker, Assistant to the President of the Company, Montreal, Quebec. 


E. Jacques Courtois, a partner of Messrs. Weldon, Courtois, Clarkson, Parsons & Tétrault, 
advocates, barristers and solicitors, Montreal, Quebec. 


Donald R. De Laporte, President and Chief Executive Officer of the Company, Montreal, Quebec, 
since October 1, 1975. From 1968 to 1975, Mr. De Laporte was Vice-President, Western Minerals 
Division of Falconbridge Nickel Mines Limited; President and Managing Director of Giant 
Yellowknife Mines Ltd.; and President of United Keno Hill Mines Ltd. 


Paul G. Desmarais, Chairman and Chief Executive Officer of Power Corporation of Canada, 
Limited, an investment and management company, Montreal, Quebec. 


Lewis W. Foy, Chairman of Bethlehem Steel Corporation, manufacturer of steel and steel 
products, Bethlehem, Pa., U.S.A. 


Jean-Paul Gignac, President and Chief Executive Officer of Sidbec-Dosco, manufacturer of steel 
and steel products, Montreal, Quebec. 


Sam Harris, asenior partner of Fried, Frank, Harris, Shriver and Jacobson, attorneys-at-law, 
New York, U.S.A. 


Hiro Hiyama, Consultant to Marubeni Corporation, a trading company, Tokyo, Japan. 


Harry W. Macdonell, a partner of McCarthy & McCarthy, barristers and solicitors, Toronto, 
Ontario. 


Edmund Leopold de Rothschild, Consultant to Rothschild Continuation Limited, London, 
England. 


Harold L. Snyder, Director of the Centre for Cold Ocean Resources Engineering, Memorial 
University, St. John’s, Newfoundland. 


Sir Mark Turner, Chairman and Chief Executive of The Rio Tinto-Zinc Corporation Limited, 
an international mining and industrial corporation, London, England, since December 22, 1975, 
and prior thereto, Deputy Chairman of the same corporation. Previously, he was a Director of the 
Company from April 11, 1969 to March 20, 1975. He was appointed a Director and elected Chairman 
of the Company on January 13, 1976. 


Appointment of Auditors 


It is intended that the shares represented by the proxies hereby solicited will be voted for the 
reappointment of Peat, Marwick, Mitchell & Co., 1155 Dorchester Blvd. West, Montreal, Quebec, as 
auditors of the Company to hold office until the next Annual General Meeting of the Company, and 
for the authorization of the directors to fix their remuneration. 


Voting Shares and Principal Holders Thereof 


As of the date hereof, there were outstanding in the hands of shareholders 14,636,418 common 
shares of the Company’s capital stock, without nominal or par value. 


The common shares are the only class of shares of the Company which are issued and out- 
standing, and entitled to be voted at the Meeting. 


To the knowledge of the directors and senior officers of the Company, the only person or 
corporation which beneficially owns (within the meaning of The Securities Act (Ontario)) directly or 
indirectly, more than 10% of the outstanding common shares of the Company is The Rio Tinto-Zinc 
Corporation Limited, 6 St. James’s Square, London, England (“RTZ’’). At the date hereof, RTZ owns 
100 common shares directly, and through a wholly owned subsidiary, Tinto Holdings Canada 
Limited, Suite 3209, Toronto-Dominion Centre, Toronto, Ontaric (“Tinto”), RTZ beneficially owns 
2100 common shares. Thornwood Investments Limited (having the same address as Tinto), which is 
80% owned by RTZ and 20% by Bethlehem Steel Corporation, Bethlehem, Pa., U.S.A. 
(“Bethlehem”), owns 12,113,831 common shares. For the purpose of The Securities Act (Ontario) on 
the date hereof, RTZ is deemed to own beneficially 12,116,031 (82.8%) of the outstanding common 
shares of the Company. RTZ’s net beneficial interest in the common share equity of the Company is 
66.2% and that of Bethlehem is 16.6%. Marubeni Corporation and the Fuji Bank, Limited are the 
beneficial owners of an aggregate of 1,200,000 (8.2%) common shares. 


Upon a show of hands, every Shareholder present in person and every proxy who is not a 
Shareholder and who represents a Shareholder entitled to vote shall have one vote only. 


Upon a poll, which may be demanded by the Chairman of the Meeting or by Shareholders 
representing not less than 5% of the shares represented at the Meeting in person or by proxy and 
entitled to vote, every such Shareholder shall have one vote for each common share of the Company 
registered in his name. A Shareholder may appoint another person, who need not be a Shareholder 


of the Company, as his proxy to attend and vote in his place and stead; where a corporation, being a 
Shareholder entitled to vote, is present by proxy, or by a person duly appointed who is not a 
Shareholder, such proxy or person shall, in addition to voting on a poll, be entitled to vote for such 
corporation on a show of hands. Upon a poll, the passing of an Ordinary Resolution requires the 
approval of a majority of the common shares represented at the Meeting either in person or by proxy. 
The passing of a Special Resolution requires the approval of at least 75% of the votes cast. 


The instrument appointing the proxy shall be in writing under the hand of the Shareholder or of 
his attorney, duly authorized in writing or, if the Shareholder be a corporation, either under its 
corporate seal or under the hand of an officer or its attorney so authorized. 


The instrument appointing a proxy and the power of attorney or other authority (if any) under 
which it is signed, or a notarially certified copy of such power or authority, to be effective, must be 
deposited with The Royal Trust Company, P.O. Box 1810, Station “B”, Montreal, Quebec H3B 3L5, 
not less than forty-eight hours before the time appointed for holding the Meeting or adjourned 
Meeting at which the person named in the instrument proposes to vote. The instrument appointing a 
proxy shall be valid only for the Meeting for which it is given or any adjournment thereof. 


Voting of Shares Represented by Management Proxy 


The accompanying form of proxy confers discretionary voting authority upon the persons 
designated therein. The shares represented by any valid Instrument of Proxy on the said form and 
appointing the persons named therein to represent the Shareholder at the Meeting will be voted in 
accordance with the directions of the Shareholder as specified in the Instrument of Proxy in respect 
of each Resolution referred to in the Notice of Meeting. In the absence of such directions the shares 
represented by such Instrument of Proxy will be voted in favor of each such Resolution. 


Management is not aware of any matters other than those identified in the Notice of Meeting that 
may come before the Meeting. If, however, other matters properly come before the Meeting, or there 
are any amendments or variations to matters identified in the Notice of Meeting, the persons 
designated in the accompanying form of proxy will vote thereon in accordance with their best 
judgment pursuant to the discretionary authority conferred by the Instrument of Proxy with regard to 
such matters. 


Designation of Persons Other Than Those Named in the Management Proxy 


Each Shareholder has the right to designate as his proxy a person other than those designated in 
the accompanying form of proxy to attend and vote for such Shareholder at the Meeting. Any 
Shareholder desiring to exercise such right may do so by striking out the names of the persons 
designated in the accompanying form of proxy and inserting, in the space provided, the name of the 
person he wishes to designate as his proxy, or he may do so by executing an instrument appointing 
a proxy in a form similar to the accompanying form of proxy. 


Revocability of Proxy 


A Shareholder giving a proxy has power to revoke it at any time before it has been exercised, 
provided notice in writing of such revocation shall have been received by the Company at its 
registered office, Suite 1101, Royal Trust Building, Water Street, St. John’s, Newfoundland, at least 
forty-eight hours before the commencement of the Meeting cr adjourned Meeting at which the 
Instrument of Proxy is to be used. 


Remuneration of Management and Others 


The aggregaie direct remuneration paid or agreed to be paid to directors and senior officers of the 
Company during the year ended December 31, 1975 was $396,516. The aggregate remuneration paid 
or proposed to be paid to senior officers, including senior officers who are directors, as bonuses, 
retirement or severance allowances is $297,576. The letter agreement dated July 17, 1974, whereby 
Rio Tinto North American Services Limited agreed to provide certain senior management personnel 
to the Company on a reimbursement of expenses basis, was continued during 1975 and the amount 
paid by the Company pursuant to the terms of this agreement for 1975 was $479,226, including 
$399,850 for retirement and severance allowances. 


The estimated aggregate cost to the Company and its subsidiaries in the year ended December 
31, 1975 of all pension benefits proposed to be paid under any normal pension plan, directly or 
indirectly, by the Company and its subsidiaries to directors and senior officers of the Company, in 
the event of their retirement at normal retirement age, was $24,181. 


Since January 1, 1975, no options have been granted to senior officers to purchase common 
shares of the Company. 


Dated as of the 2nd day of April, 1976. 
By Order of the Board 
Paul F. McDonald, 


Secretary 
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Brinco 


LIMITED 
ONE WESTMOUNT SQUARE, MONTREAL, QUEBEC, CANADA H3Z 2x5 TELEPHONE (514) 931-5771 


AR30 


NOTICE 
of ANNUAL GENERAL MEETING 


NOTICE is hereby given that the Annual General Meeting of Brinco Limited (the ‘‘Company’’) will be held 
in the Ball Room of Le Chateau Champlain Hotel, Montreal, Quebec, at 11:00 a.m. (Montreal Time) on 
Thursday, April 28, 1977: 

1. To consider the Company’s accounts and balance sheet and the reports of the directors and 
auditors for the year ended December 31, 1976 and, if thought fit, pass as an Ordinary Resolution, 
Resolution No. 1, entitled ‘“Accounts and Reports”; 

2. To elect directors; 

3. To appoint auditors and authorize the directors to fix their remuneration; 

4. To transact such other business of the Company as may properly come before the Meeting. 


Resolution No. 1 referred to above is set forth on the following page. 


Any Shareholder who is unable to attend the Meeting in person is entitled to be represented by a proxy 
and is requested, after referring to the pertinent sections of the attached Information Circular, to date, 
sign and return the enclosed form of proxy to The Royal Trust Company, P.O. Box 1810, Station “B”’, 
Montreal, Quebec H3B 9Z9, not less than forty-eight hours before the time fixed for the Meeting. A proxy 
need not be a Shareholder of the Company. 


Dated this 4th day of April, 1977. 


By Order of the Board 
Paul F. McDonald 


Secretary 


Attached hereto: 
Information Circular 


Enclosed herewith: 
Form of Proxy 
Addressed envelope 


(Version francaise au verso) 


RESOLUTION 
Resolution No. 1 — To be Proposed as an Ordinary Resolution ‘‘Accounts and Reports” 


RESOLVED 


THAT the Company's accounts and balance sheet and the reports of the directors and auditors 
for the year ended December 31, 1976, be and they are hereby adopted. 


INFORMATION CIRCULAR 


This Information Circular is furnished in accordance with the provisions of The Securities Act of 
Ontario, R.S.O. 1970, c. 426, as amended, in connection with the solicitation by the management of 
Brinco Limited (the ‘‘Company’’) of proxies to be voted at the Annual General Meeting of the Company 
(the ““Meeting’’), to be held on the date and for the purposes set forth in the accompanying Notice of 
the Meeting. The information contained herein is given as of the 25th day of March, 1977. 


Solicitation of Proxies 


In addition to the present solicitation by management, proxies may also be solicited on behalf 
of management by directors, officers, and regular employees of the Company, by mail, by telegram 
or by telephone. The cost of solicitation, which is expected to be nominal, will be borne by the 
Company. 


Election of Directors 


The shares represented by the proxies solicited will be voted for the election of each of the proposed 
nominees listed below (or for substitute nominees in the event of contingencies not known at the date 
hereof). Each such nominee who is elected a director shall hold office until his retirement at the close 
or adjournment of the next following Annual General Meeting, unless his office is vacated earlier. The 
Articles of Association presently provide that at every Annual General Meeting all of the directors shall 
retire from office. All of the directors who will retire at the Meeting will, in accordance with the Articles of 
Association, be eligible for re-election at the Meeting. 


PROPOSED NOMINEES FOR ELECTION 


The following directors who will retire at the close or adjournment of the Meeting, are proposed for 
nomination for election as directors at the Meeting: — 


Period of Service Common Shares of the Company 
Name as a Director beneficially owned, 
(From) directly or indirectly 
George Baker March 1975 — 
E. Jacques Courtois, Q.C. April 1973 500 
Donald R. De Laporte* October 1975 — 
Paul G. Desmarais* April 1969 100 
Lewis W. Foy April 1969 1,000 
Jean-Paul Gignac* January 1970 100 
Sam Harris* July 1963 1,000 
Harry W. Macdonell, Q.C. April 1971 aa 
Talichiro Matsuo October 1976 ee 
Edmund L. de Rothschild, T.D. June 1954 © an 
Harold L. Snyder January 1975 135 
Sir Mark Turner* January 1976 = 


“Member of the Executive Committee of the Board. 


PRINCIPAL OCCUPATION OF PROPOSED NOMINEES FOR ELECTION 


Set out below is the principal occupation or employment of each person proposed to be nominated 
for election as a director, and where applicable positions and offices with the Company held by them, 
and in respect of Taiichiro Matsuo, his principal occupation or employment within the five preceding years: 


George Baker, retired, Victoria, British Columbia. 


E. Jacques Courtois, a partner of Messrs. Courtois, Clarkson, Parsons & Tétrault, advocates, 
barristers and solicitors, Montreal, Quebec. 


Donald R. De Laporte, President and Chief Executive Officer of the Company, Montreal, Quebec. 


Paul G. Desmarais, Chairman and Chief Executive Officer of Power Corporation of Canada, Limited, 
an investment and management company, Montreal, Quebec. 


Lewis W. Foy, Chairman of Bethlehem Steel Corporation, manufacturer of steel and steel products, 
Bethlehem, Pa., U.S.A. 


Jean-Paul Gignac, President and Chief Executive Officer of Sidbec-Dosco Limited, manufacturer of 
steel and steel products, Montreal, Quebec. 


Sam Harris, a partner of Fried, Frank, Harris, Shriver & Jacobson, attorneys-at-law, New York, 
U.S.A. 


Harry W. Macdonell, a partner of McCarthy & McCarthy, barristers and solicitors, Toronto, Ontario. 


Taiichiro Matsuo, President and Chief Executive Officer of Marubeni Corporation, a trading company, 
Tokyo, Japan since May 1975. From 1966 to 1975, Mr. Matsuo was Vice-President of Marubeni 
Corporation. 


Edmund Leopold de Rothschild, President, N. M. Rothschild & Sons Limited, London, England. 


Harold L. Snyder, Director, Centre for Cold Ocean Resources Engineering, Memorial University, 
St. John’s, Newfoundland. 


Sir Mark Turner, Chairman and Chief Executive of The Rio Tinto-Zinc Corporation Limited, an 
international mining and industrial corporation, London, England. 


Appointment of Auditors 


It is intended that the shares represented by the proxies hereby solicited will be voted for the 
reappointment of Peat, Marwick, Mitchell & Co., 1155 Dorchester Blvd. West, Montreal, Quebec, as 
auditors of the Company to hold office until the next Annual General Meeting of the Company, and for 
the authorization of the directors to fix their remuneration. 


Voting Shares and Principal Holders Thereof 


As of the date hereof, there were outstanding in the hands of shareholders, 14,636,418 common 
shares of the Company’s capital stock, without nominal or par value. 


The common shares are the only class of shares of the Company which are issued and outstanding, 
and entitled to be voted at the Meeting. 


To the knowledge of the directors and senior officers of the Company, the only person or corporation 
which beneficially owns (within the meaning of The Securities Act (Ontario)) directly or indirectly, more 
than 10% of the outstanding common shares of the Company is The Rio Tinto-Zinc Corporation Limited, 
6 St. James’s Square, London, England (‘‘RTZ’’). At the date hereof, RTZ owns 100 common shares 
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directly, and through a wholly-owned subsidiary, Tinto Holdings Canada Limited, Suite 3209, Toronto- 
Dominion Centre, Toronto, Ontario (‘Tinto’), RTZ beneficially owns 2100 common shares. Thornwood 
Investments Limited (having the same address as Tinto), which is 80% owned by RTZ and 20% by 
Bethlehem Steel Corporation, Bethlehem, Pa., U.S.A. (‘Bethlehem’), owns 12,113,831 common shares. 
For the purpose of The Securities Act (Ontario) on the date hereof, RTZ is deemed to own beneficially 
12,116,031, or 82.8% of the outstanding common shares of the Company. RTZ’s net beneficial interest 
in the common share equity of the Company is 66.2% and that of Bethlehem is 16.6%. Marubeni 
Corporation and the Fuji Bank, Limited are the beneficial owners of an aggregate of 1,200,000, or 8.2% 
of the outstanding common shares of the Company. 


Upon a show of hands, every Shareholder present in person and every proxy who is not a Share- 
holder and who represents a Shareholder entitled to vote shall have one vote only. 


Upon a poll, which may be demanded by the Chairman of the Meeting or by Shareholders 
representing not less than 5% of the shares represented at the Meeting in person or by proxy and entitled 
to vote, every such Shareholder shall have one vote for each common share of the Company registered 
in his name. A Shareholder may appoint another person, who need not be a Shareholder of the Company, 
as his proxy to attend and vote in his place and stead; where a corporation, being a Shareholder entitled 
to vote, is present by proxy, or by a person duly appointed who is not a Shareholder, such proxy or 
person shall, in addition to voting on a poll, be entitled to vote for such corporation on a show of hands. 
Upon a poll, the passing of an Ordinary Resolution requires the approval of a majority of the common 
shares represented at the Meeting either in person or by proxy. The passing of a Special Resolution 
requires the approval of at least 75% of the votes cast. 


The instrument appointing the proxy shall be in writing under the hand of the Shareholder or of his 
attorney, duly authorized in writing or, if the Shareholder be a corporation, either under its corporate 
seal or under the hand of an officer or its attorney so authorized. 


The instrument appointing a proxy and the power of attorney or other authority (if any) under which 
it is signed, or a notarially certified copy of such power or authority, to be effective, must be deposited 
with The Royal Trust Company, P.O. Box 1810, Station ‘B’’, Montreal, Quebec H3B 9Z9, not less than 
forty-eight hours before the time appointed for holding the Meeting or adjourned Meeting at which the 
person named in the instrument proposes to vote. The instrument appointing a proxy shall be valid only 
for the Meeting for which it is given or any adjournment thereof. 


Voting of Shares Represented by Management Proxy 


The accompanying form of proxy confers discretionary voting authority upon the persons 
designated therein. The shares represented by any valid Instrument of Proxy on the said form and 
appointing the persons named therein to represent the Shareholder at the Meeting will be voted in 
accordance with the directions of the Shareholder as specified in the Instrument of Proxy in respect 
of each Resolution referred to in the Notice of Meeting. In the absence of such directions the shares 
represented by such Instrument of Proxy will be voted in favor of each such Resolution. 


Management is not aware of any matters other than those identified in the Notice of Meeting 
that may come before the Meeting. If, however, other matters properly come before the Meeting, 
or there are any amendments or variations to matters identified in the Notice of Meeting, the persons 
designated in the accompanying form of proxy will vote thereon in accordance with their best 
judgment pursuant to the discretionary authority conferred by the Instrument of Proxy with regard to 
such matters. 


Designation of Persons Other Than Those Named in the Management Proxy 


Each Shareholder has the right to designate as his proxy a person other than those designated 
in the accompanying form of proxy to attend and vote for such Shareholder at the Meeting. Any 
Shareholder desiring to exercise such right may do so by striking out the names of the persons 
designated in the accompanying form of proxy and inserting, in the space provided, the name of the 
person he wishes to designate as his proxy, or he may do so by executing an instrument appointing 
a proxy in a form similar to the accompanying form of proxy. 
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Revocability of Proxy 


A Shareholder giving a proxy has power to revoke it at any time before it has been exercised, 
provided notice in writing of such revocation shall have been received by the Company at its registered 
office, Suite 1101, Royal Trust Building, Water Street, St. John’s, Newfoundland, A1C 5J9, at least forty- 
eight hours before the commencement of the Meeting or adjourned Meeting at which the Instrument of 
Proxy is to be used. 


Remuneration of Management and Others 


The aggregate direct remuneration paid or agreed to be paid to directors and senior officers of the 
Company during the year ended December 31, 1976 was $555,000. The aggregate remuneration paid or 
proposed to be paid to senior officers, including senior officers who are directors, as bonuses, retirement 
or severance allowances was $117,000. 


The estimated aggregate cost to the Company and its subsidiaries in the year ended December 31, 
1976 of all pension benefits proposed to be paid under any normal pension plan, directly or indirectly, by 
the Company and its subsidiaries to directors and senior officers of the Company, in the event of their 
retirement at normal retirement age, was $21,000. 


In 1975, 200,000 common shares were reserved for issuance in accordance with the provisions of the 
1975 Stock Option Plan, which was approved by the shareholders on March 20, 1975. On September 2, 
1976, options pursuant to the 1975 Stock Option Plan were granted on 95,500 common shares (including 
35,000 to senior officers) at $4.00 per share, to be exercised prior to September 2, 1981. The price range 
of the common shares for the 30 day period preceding the date of the option grant was a high of $4.45 
and a low of $4.05. 


Dated as of the 25th day of March, 1977. 


By Order of the Board 
Paul F. McDonald 


Secretary 
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NOTICE 
of ANNUAL GENERAL MEETING 


NOTICE is hereby given that the Annual General Meeting of Brinco Limited (the “Company’”) will be held 
in the Jackson-Carmichael Rooms of the Hotel Toronto, 145 Richmond Street West, Toronto, Ontario, at 
11:00 a.m. (Toronto Time) on Thursday, April 27, 1978: 

1. To consider the Company’s accounts and balance sheet and the reports of the directors and 
auditors for the year ended December 31, 1977 and, if thought fit, pass as an Ordinary Resolu- 
tion, Resolution No. 1, entitled “Accounts and Reports”; 

2. To elect directors: 

3. TO appoint auditors and authorize the directors to fix their remuneration; 

4. To transact such other business of the Company as may properly come before the Meeting. 

Resolution No. 1 referred to above is set forth on the following page. 

Any Shareholder who is unable to attend the Meeting in person is entitled to be represented by a proxy 
and is requested, after referring to the pertinent sections of the attached Information Circular, to date, 
sign and return the enclosed form of proxy to The Royal Trust Company, P.O. Box 7500, Station “A”, 


Toronto, Ontario M5W 1P9, not less than forty-eight hours before the time fixed for the Meeting. A proxy 
need not be a Shareholder of the Company. 


Dated this 3rd day of April, 1978. 


By Order of the Board, 
Paul F. McDonald 


Secretary 


Attached hereto: 
Information Circular 


Enclosed herewith: 
Form of Proxy 
Addressed envelope 


(Version francaise au verso) 


RESOLUTION 


Resolution No. 1 — To be Proposed as an Ordinary Resolution “Accounts and Reports” 
RESOLVED 


THAT the Company's accounts and balance sheet and the reports of the directors and auditors 
for the year ended December 31, 1977, be and they are hereby adopted. 


INFORMATION CIRCULAR 


This Information Circular is furnished in accordance with the provisions of The Securities Act of 
Ontario, R.S.O. 1970, c. 426, as amended, in connection with the solicitation by the management of 
Brinco Limited (the ‘“‘Company’’) of proxies to be voted at the Annual General Meeting of the Company 
(the ‘‘Meeting’’), to be held on the date and for the purposes set forth in the accompanying Notice of 
the Meeting. The information contained herein is given as of the 27th day of March, 1978. 


Solicitation of Proxies 


In addition to the present solicitation by management, proxies may also be solicited on behalf 
of management by directors, officers, and regular employees of the Company, by mail, by telegram 
or by telephone. The cost of solicitation, which is expected to be nominal, will be borne by the 
Company. 


Election of Directors 


The shares represented by the proxies solicited will be voted for the election of each of the proposed 
nominees listed below (or for substitute nominees in the event of contingencies not known at the date 
hereof). Each such nominee who is elected a director shall hold office until his retirement at the close 
or adjournment of the next following Annual General Meeting, unless his office is vacated earlier. The 
Articles of Association presently provide that at every Annual General Meeting all of the directors shall 
retire from office. All of the directors who will retire at the Meeting will, in accordance with the Articles of 
Association, be eligible for re-election at the Meeting. 


PROPOSED NOMINEES FOR ELECTION 


The following directors who will retire at the close or adjournment of the Meeting, are proposed for 
nomination for election as directors at the Meeting: — 


Period of Service Common Shares of the Company 
Name as a Director beneficially owned, 
(From) directly or indirectly 
George Baker March 1975 — 
E. Jacques Courtois, Q.C. April 1973 500 
Donald R. De Laporte* October 1975 — 
Paul G. Desmarais* April 1969 100 
Lewis W. Foy April 1969 1,000 
Jean-Paul Gignac* January 1970 100 
Sam Harris* July 1963 1,000 
Harry W. Macdonell, Q.C. April 1971 — 
Ryuta Kawasaki December 977 = 
Edmund L. de Rothschild, T.D. June 1954 — 
Harold L. Snyder January 1975 135 
Sir Mark Turner* January 1976 — 


*Member of the Executive Committee of the Board. 


PRINCIPAL OCCUPATION OF PROPOSED NOMINEES FOR ELECTION 


Set out below is the principal occupation or employment of each person proposed to be nominated 
for election as a director, and where applicable positions and offices with the Company held by them, 
and in respect of Ryuta Kawasaki, his principal occupation or employment within the five preceding years: 


George Baker, retired, Victoria, British Columbia. 


E. Jacques Courtois, a partner of Messrs. Courtois, Clarkson, Parsons & Tétrault, advocates, 
barristers and solicitors, Montreal, Quebec. 


Donald R. De Laporte, President and Chief Executive Officer of the Company, Mississauga, Ontario. 


Paul G. Desmarais, Chairman and Chief Executive Officer of Power Corporation of Canada, Limited, 
an investment and management company, Montreal, Quebec. 


Lewis W. Foy, Chairman of Bethlehem Steel Corporation, manufacturer of steel and steel products, 
Bethlehem, Pa., U.S.A 


Jean-Paul Gignac, President and Chief Executive Officer of Sidbec-Dosco Limited, manufacturer of 
steel and steel products, Montreal, Quebec. 


Sam Harris, a partner of Fried, Frank, Harris, Shriver & Jacobson, attorneys-at-law, New York, 
U.S.A. 


Harry W. Macdonell, a partner of McCarthy & McCarthy, barristers and solicitors, Toronto, Ontario. 


Ryuta Kawasaki, Executive Vice-President, Marubeni Corporation, of Japan, New York, U.S.A. In 1972 
Mr. Kawasaki became Senior Managing Director of Marubeni Corporation, and was appointed Executive 
Vice-President in 1975. He has also been President of Marubeni America Corporation since 1974. 


Edmund Leopold de Rothschild, President, N. M. Rothschild & Sons Limited, London, England. 


Harold L. Snyder, Director, Centre for Cold Ocean Resources Engineering, Memorial University, 
St. John’s, Newfoundland. 


Sir Mark Turner, Chairman and Chief Executive of The Rio Tinto-Zinc Corporation Limited, an 
international mining and industrial corporation, London, England. 


Appointment of Auditors 


It is intended that the shares represented by the proxies hereby solicited will be voted for the 
reappointment of Peat, Marwick, Mitchell & Co., 2021 Cliff Road, Mississauga, Ontario L5A 3N7, as au- 
ditors of the Company to hold office until the next Annual General Meeting of the Company, and for the 
authorization of the directors to fix their remuneration. 


Voting Shares and Principal Holders Thereof 


As of the date hereof, there were outstanding in the hands of shareholders, 14,636,418 common 
shares of the Company’s capital stock, without nominal or par value. 


The common shares are the only class of shares of the Company which are issued and outstanding, 
and entitled to be voted at the Meeting. 


To the knowledge of the directors and senior officers of the Company, the only person or corporation 
which beneficially owns (within the meaning of The Securities Act (Ontario)) directly or indirectly, more 
than 10% of the outstanding common shares of the Company is The Rio Tinto-Zinc Corporation Limited, 
6 St. James’s Square, London, England (‘‘RTZ’’). At the date hereof, RTZ owns 100 common shares 
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directly, and through a wholly-owned subsidiary, Tinto Holdings Canada Limited, Suite 3209, Toronto- 
Dominion Centre, Toronto, Ontario (“Tinto”), RTZ beneficially owns 2,100 common shares. Thornwood 
Investments Limited (having the same address as Tinto), which is 80% owned by RTZ and 20% by 
Bethlehem Steel Corporation, Bethlehem, Pa., U.S.A. (“Bethlehem’’), owns 12,113,831 common shares. 
For the purpose of The Securities Act (Ontario) on the date hereof, RTZ is deemed to own beneficially 
12,116,031, or 82.8% of the outstanding common shares of the Company. RTZ’s net beneficial interest 
in the common share equity of the Company is 66.2% and that of Bethlehem is 16.6%. Marubeni 
Corporation and the Fuji Bank, Limited are the beneficial owners of an aggregate of 1,200,000, or 8.2% 
of the outstanding common shares of the Company. 


Upon a show of hands, every Shareholder present in person and every proxy who is not a Share- 
holder and who represents a Shareholder entitled to vote shall have one vote only. 


Upon a poll, which may be demanded by the Chairman of the Meeting or by Shareholders 
representing not less than 5% of the shares represented at the Meeting in person or by proxy and entitled 
to vote, every such Shareholder shall have one vote for each common share of the Company registered 
in his name. A Shareholder may appoint another person, who need not be a Shareholder of the Company, 
as his proxy to attend and vote in his place and stead; where a corporation, being a Shareholder entitled 
to vote, is present by proxy, or by a person duly appointed who is not a Shareholder, such proxy or 
person shall, in addition to voting on a poll, be entitled to vote for such corporation on a show of hands. 
Upon a poll, the passing of an Ordinary Resolution requires the approval of a majority of the common 
shares represented at the Meeting either in person or by proxy. The passing of a Special Resolution 
requires the approval of at least 75% of the votes cast. 


The instrument appointing the proxy shall be in writing under the hand of the Shareholder or of his 
_attorney, duly authorized in writing or, if the Shareholder be a corporation, either under its corporate 
seal or under the hand of an officer or its attorney so authorized. 


The instrument appointing a proxy and the power of attorney or other authority (if any) under which 
it is signed, or a notarially certified copy of such power or authority, to be effective, must be deposited 
with The Royal Trust Company, P.O. Box 7500, Station “A”, Toronto, Ontario M5W 1P9, not less than 
forty-eight hours before the time appointed for holding the Meeting or adjourned Meeting at which the 
person named in the instrument proposes to vote. The instrument appointing a proxy shall be valid only 
for the Meeting for which it is given or any adjournment thereof. 


Voting of Shares Represented by Management Proxy 


The accompanying form of proxy confers discretionary voting authority upon the persons 
designated therein. The shares represented by any valid Instrument of Proxy on the said form and 
appointing the persons named therein to represent the Shareholder at the Meeting will be voted in 
accordance with the directions of the Shareholder as specified in the Instrument of Proxy in respect 
of each Resolution referred to in the Notice of Meeting. In the absence of such directions the shares 
represented by such Instrument of Proxy will be voted in favor of each such Resolution. 


Management is not aware of any matters other than those identified in the Notice of Meeting 
that may come before the Meeting. If, however, other matters properly come before the Meeting, 
or there are any amendments or variations to matters identified in the Notice of Meeting, the persons 
designated in the accompanying form of proxy will vote thereon in accordance with their best 
judgment pursuant to the discretionary authority conferred by the Instrument of Proxy with regard to 
such matters. 


Designation of Persons Other Than Those Named in the Management Proxy 


Each Shareholder has the right to designate as his proxy a person other than those designated 
in the accompanying form of proxy to attend and vote for such Shareholder at the Meeting. Any 
Shareholder desiring to exercise such right may do so by striking out the names of the persons 
designated in the accompanying form of proxy and inserting, in the space provided, the name of the 
person he wishes to designate as his proxy, or he may do so by executing an instrument appointing 
a proxy in a form similar to the accompanying form of proxy. 
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Revocability of Proxy 


A Shareholder giving a proxy has power to revoke it at any time before it has been exercised, 
provided notice in writing of such revocation shall have been received by the Company at its registered 
office, Suite 1101, Royal Trust Building, Water Street, St. John’s, Newfoundland, A1C 5J9, at least forty- 
eight hours before the commencement of the Meeting or adjourned Meeting at which the Instrument of 
Proxy is to be used. 


Remuneration of Management and Others 


The aggregate direct remuneration paid or agreed to be paid to directors and senior officers of the 
Company during the year ended December 31, 1977 was $550,000. The aggregate remuneration paid or 
proposed to be paid to senior officers, including senior officers who are directors, aS bonuses, retirement 
or severance allowances was $114,000. 


The estimated aggregate cost to the Company and its subsidiaries in the year ended December 31, 
1977 of all pension benefits proposed to be paid under any normal pension plan, directly or indirectly, by 
the Company and its subsidiaries to directors and senior officers of the Company, in the event of their 
retirement at normal retirement age, was $24,000. 


In 1975, 200,000 common shares were reserved for issuance in accordance with the provisions of 
the 1975 Stock Option Plan, which was approved by the shareholders on March 20, 1975. On September 
2, 1976, options pursuant to the 1975 Stock Option Plan were granted on 95,500 common shares (includ- 
ing 35,000 to senior officers) at $4.00 per share, to be exercised prior to September 2, 1981. The price 
range of the common shares for the 30 day period preceding the date of the option grant was a high of 
$4.45 and a low of $4.05. As of March 27, 1978, options were outstanding on a total of 65,000 common 
shares. 


Dated as of the 27th day of March, 1978. 


By Order of the Board, 
Paul F. McDonald 


Secretary 
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Brinco 


LIMITED 
33 CITY CENTRE DRIVE, MISSISSAUGA, ONTARIO, CANADA  L5B 2S8 TELEPHONE (416) 270-8140 


AR30 


NOTICE 


of 
EXTRAORDINARY GENERAL MEETING 


NOTICE is hereby given that an Extraordinary General Meeting (the ‘“Meeting”) of Brinco Limited (the 
“Company”) will be held in the Jackson-Carmichael Rooms of the Hotel Toronto, 145 Richmond Street 
West, Toronto, Ontario, at 9:30 a.m. (Toronto Time) on Thursday, December 14, 1978: 


1. To consider, and if thought fit, pass as a Special Resolution, Resolution No. 1, entitled “Amend- 
ment to Articles of Association”; 


2. To consider, and, if thought fit, pass as an Ordinary Resolution, Resolution No. 2, entitled 
“Transfer of Retained Earnings to Paid-Up Capital’; and 


3. To transact such other business as may properly come before the Meeting. 
Resolutions Nos. 1 and 2 referred to above are set forth on the following page. 
Any Shareholder who is unable to attend the Meeting in person is entitled to be represented by a proxy 
and is requested, after referring to the pertinent sections of the attached Information Circular, to date, 
sign and return the enclosed form of proxy to The Royal Trust Company, P.O. Box 7500, Station “A”, 


Toronto, Ontario M5W 1P9, not less than forty-eight hours before the time fixed for the Meeting. A proxy 
need not be a Shareholder of the Company. 


Dated this 27th day of November, 1978. 


By Order of the Board, 
Paul F. McDonald 


Secretary 


Attached hereto: 
Information Circular 


Enclosed herewith: 


Form of Proxy 
Addressed envelope 


RESOLUTIONS 


RESOLUTION NO. 1 — To be Proposed as a Special Resolution “Amendment to Articles of Association” 


Resolved that — 


ie 


The Articles of Association of the Company (the ‘‘Articles”) be and the same are hereby 
amended by deleting Article 118 thereof and substituting therefor the following: 


“118. The Company in General Meeting may, upon the recommendation of the Board at 
any time and from time to time, pass a Resolution capitalizing, in such manner as 
may be authorized by such Resolution, any part of the amount for the time being 
standing to the credit of any of the Company’s reserve accounts or to the credit of 
retained earnings or otherwise available for distribution, and not required for the 
payment of the fixed dividends on any preference shares of the Company.”. 


Except as aforesaid, the Articles shall remain unamended and shall continue in full force 
and effect. 


RESOLUTION NO. 2 —To be Proposed as an Ordinary Resolution “Transfer of Retained Earnings to 


Paid-Up Capital” 


Resolved that — 


Al: 


Pursuant to Article 118 of the Articles of Association of the Company and subject to 
paragraph 2 of this resolution, the Company remove from its retained earnings the amount 
of $35,400,000 (the “Capital Surplus Amount”) representing almost all of its 1971 capital 
surplus on hand (as that term is currently defined in the Income Tax Act (Canada)) and 
transfer the Capital Surplus Amount to the paid-up capital attributable to its issued common 
shares without nominal or par value (the “common shares’). 


The transfer of the Capital Surplus Amount provided for in paragraph 1 of this Resolution 
shall not be effective unless and until the Company has duly filed an election in prescribed 
manner and form under subsection 83(1) of the Income Tax Act (Canada) in respect of the 
full amount of the dividends which will, by virtue of subsection 84(1) of such Act, be 
deemed to have been paid on the common shares of the Company as a result of the trans- 
fer by the Company of the Capital Surplus Amount to the paid-up capital attributable to its 
common shares. 


The proper officers of the Company be and are hereby authorized and directed to do, sign 
and execute all things, deeds and documents necessary or desirable for the carrying out of 
the foregoing. 


INFORMATION CIRCULAR 


This Information Circular is furnished in connection with the solicitation by the management of Brinco 
Limited (the “Company”) of proxies to be voted at the Extraordinary General Meeting of the Company 
(the “Meeting”), to be held on the date and for the purposes set forth in the accompanying Notice of the 
Meeting. The information contained herein is given as of the 27th day of November, 1978. 


Solicitation of Proxies 


In addition to the present solicitation by management, proxies may also be solicited on behalf 
of management by directors, officers, and regular employees of the Company, by mail, by telegram 
a by telephone. The cost of solicitation, which is expected to be nominal, will be borne by the 

ompany. 


Amendment of Articles of Association and Capitalization of Retained Earnings 


The Income Tax Act of Canada (the “‘Act’”) presently provides that a corporation may, if it so elects, 
pay dividends out of its 1971 Capital Surplus on Hand (as defined in the Act). Shareholders are not 
required to include such dividends in their income. However, for purposes of computing the share- 
holder’s capital gain or loss on any future disposition by him of his shares, the adjusted cost base of 
such shares is reduced, for income tax purposes, by the amount of such dividends. Recent amendments 
to the Act provide that, after December 31, 1978, a corporation will no longer be able to pay dividends to 
its shareholders out of its 1971 Capital Surplus on Hand, except in certain cases where a corporation is 
being wound up. Such amendments will also have the effect of preventing a corporation, after such date, 
from converting its 1971 Capital Surplus on Hand into paid-up capital. 


A corporation may, however, preserve the capital nature of 1971 Capital Surplus on Hand by the 
capitalization, on or before December 31, 1978, of an equivalent amount of its retained earnings. Although 
the corporation will not be able to pay dividends free of tax out of the amount of retained earnings so 
capitalized, the shareholders of the corporation may ultimately benefit from this capitalization of retained 
earnings. For example, where a corporation purchases any of its shares, that portion of the proceeds 
which represents paid-up capital attributable to the shares is received by the holder thereof free of any 
tax consequences to the extent of that portion of the proceeds which equals the adjusted cost base of 
the shares. If such portion of the proceeds exceeds the adjusted cost base of the shares, the excess 
would give rise to a capital gain, and if such portion of the proceeds is less than the adjusted cost base 
of the shares, the difference would give rise to a capital loss. 


As is discussed in greater detail below, there will be no immediate Canadian tax cost to Sharehold- 
“ers of the Company by reason of the capitalization of retained earnings equal to all or part of the Com- 
pany’s 1971 Capital Surplus on Hand and, as discussed above, the increase in the paid-up capital 
attributable to common shares of the Company could prove advantageous to Shareholders in the future, 
in the event of a distribution by the Company of capital to Shareholders. Furthermore, such increase in 
the paid-up capital may afford the Company additional flexibility in any future corporate re-organization or 
acquisition. 


At present, the Company’s 1971 Capital Surplus on Hand is in excess of $35,400,000. As mentioned 
above, a notional distribution of 1971 Capital Surplus on Hand of the Company may be effected by 
capitalizing an equivalent amount of the retained earnings of the Company. Management of the Company 
wishes to effect this capitalization by transferring $35,400,000 of retained earnings (the “Capital Surplus 
Amount’) to the Company’s paid-up capital attributable to the common shares of the Company. 


As presently worded, Article 118 of the Company’s Articles of Association would only permit this 
capitalization by way of payment by the Company of a stock dividend. However, the payment of such a 
stock dividend would not, by reason of the Act, result in an effective capitalization of the Company’s 1971 
Capital Surplus on Hand. Consequently, the Shareholders of the Company are being asked to consider 
and, if thought fit, pass Special Resolution No. 1 (“Special Resolution’) amending Section 118 of the 
Company's Articles of Association to permit the Company to capitalize all or any part of the Company’s 
surplus or retained earnings accounts in such manner as may be determined by resolution passed at a 
general meeting of Shareholders. 


lf a favourable vote is received with respect to the Special Resolution, the Shareholders will then be 
asked to consider and, if thought fit, pass Ordinary Resolution No. 2 (“Ordinary Resolution’) transferring 
the Capital Surplus Amount to the paid-up capital attributable to the Company’s common shares. This will 
effect an increase of about $2.42 in the.paid-up capital attributable to each issued common share of the 
Company. The proposed transaction does not, however, involve an actual cash distribution to 
Shareholders. 


Unless the Special Resolution and Ordinary Resolution are adopted at the Meeting, the proposal to 
capitalize the Capital Surplus Amount in the manner described above will not be proceeded with. 


If the Special Resolution and Ordinary Resolution are adopted at the Meeting, the Company, 
immediately prior to the transfer of the Capital Surplus Amount to paid-up capital attributable to its com- 
mon shares, will file the necessary election pursuant to the provisions of subsection 83(1) of the Act, so 
that the full amount of the deemed dividend that will arise pursuant to the provisions of subsection 84(1) 
of the Act, shall be payable out of the Company’s 1971 Capital Surplus on Hand. 


The Canadian income tax consequences of the aforementioned transfer and election are as follows: 


1. The Company will be deemed to have paid a dividend of $35,400,000 to its common Sharehold- 
ers and such Shareholders will be deemed to have received a dividend of about $2.42 in 
respect of each cornmon share of the Company held. Such deemed dividend will not be 
included in computing the income of any common Shareholder of the Company. 


2. There shall be added to the cost to each Shareholder of common shares of the Company an 
amount equal to about $2.42 per share and a similar amount per share shall be deducted from 
the cost to each such Shareholder. Such deduction will not, however, be considered to have 
occurred prior to such addition. 


3. In computing the 1971 Capital Surplus on Hand of any Canadian corporate common Sharehold- 
er of the Company there shall be added to such Shareholder’s 1971 Capital Surplus on Hand 
an amount equal to the amount of dividend such Shareholder is deemed to have received as a 
result of the transactions described above. 


Canadian corporate common Shareholders may therefore benefit by the proposed capitalization to 
the extent that they can utilize the amount of 1971 Capital Surplus on Hand deemed to be received by 
them before 1979. The future income tax benefits which may be derived by other common Shareholders 
of the Company will be based on a number of factors, including the impact of dividend tax credits and 
applicable rates of income tax. Shareholders are advised to consult their own tax advisors as to the effect 
of the proposed transactions on their own tax position. 


Voting Shares and Principal Holders Thereof 


As of the date hereof, there were outstanding in the hands of Shareholders, 14,650,518 common 
shares of the Company's capital stock, without nominal or par value, and the holders thereof of record at 
the time of the Meeting will be entitled to one vote for each share held at such Meeting. In addition there 
are 9,973,067 shares of the Company, recently designated by legislation as Class A Shares of the Com- 
pany, which are held by the Company, are not outstaniding and will not be voted at the Meeting. 


To the knowledge of the directors and senior officers of the Company, the only person or corporation 
which beneficially owns, directly or indirectly, more than 10% of the outstanding shares of the Company 
is The Rio Tinto-Zinc Corporation Limited, 6 St. James’s Square, London, England(“RTZ”). RTZ owns 100 
common shares directly, and through a wholly-owned subsidiary, Tinto Holdings Canada Limited, Suite 
3209, Toronto-Dominion Centre, Toronto, Ontario (‘Tinto’), RTZ beneficially owns 2,100 common shares. 
Thornwood Investments Limited (having the same address as Tinto), which is 80% owned by RTZ and 
20% by Bethlehem Steel Corporation, Bethlehem, Pa., U.S.A. (“Bethlehem”), owns 12,113,831 common 
shares. For the purpose of certain securities legislation, RTZ is deemed to own beneficially 12,116,031, or 
82.8% of the outstanding common shares of the Company. RTZ’s net beneficial interest in the common 
share equity of the Company is 66.2% and that of Bethlehem is 16.6%. Marubeni Corporation and the Fuji 
Bank, Limited are the beneficial owners of an aggregate of 1,200,000 or 8.2% of the outstanding common 
shares of the Company. 


Upon a show of hands, every Shareholder present in person and every proxy who is not a Share- 
holder and who represents a Shareholder entitled to vote shall have one vote only. 


Upon a poll, which may be demanded by the Chairman of the Meeting or by Shareholders repre- 
senting not less than 5% of the shares represented at the Meeting in person or by proxy and entitled to 
vote, every such Shareholder shall have one vote for each common share of the Company registered in 
his name. A Shareholder may appoint another person, who need not be a Shareholder of the Company, 
as his proxy to attend and vote in his place and stead; where a corporation, being a Shareholder entitled 
to vote, is present by proxy, or by a person duly appointed who is not a Shareholder, such proxy or 
person shall, in addition to voting on a poll, be entitled to vote for such corporation on a show of hands. 
Upon a poll, the passing of an Ordinary Resolution requires the approval of a majority of the common 
shares represented at the Meeting either in person or by proxy. The passing of a Special Resolution 
requires the approval of at least 75% of the votes cast. 


The instrument appointing the proxy shall be in writing under the hand of the Shareholder or of his 
attorney, duly authorized in writing or, if the Shareholder be a corporation, either under its corporate seal 
or under the hand of an officer or its attorney so authorized. 


The instrument appointing a proxy and the power of attorney or other authority (if any) under which it 
is signed, or a notarially certified copy of such power or authority, to be effective, must be deposited with 
The Royal Trust Company, P.O. Box 7500, Station “A”, Toronto, Ontario M5W 1P9, not less than forty- 
eight hours before the time appointed for holding the Meeting or adjourned Meeting at which the person 
named in the instrument proposes to vote. The instrument appointing a proxy shall be valid only for the 
Meeting for which it is given or any adjournment thereof. 


Voting of Shares Represented by Management Proxy 


The accompanying form of proxy confers discretionary voting authority upon the persons 
designated therein. The shares represented by any valid Instrument of Proxy on the said form and 
appointing the persons named therein to represent the Shareholder at the Meeting will be voted in 
accordance with the directions of the Shareholder as specified in the Instrument of Proxy in 
respect of each Resolution referred to in the Notice of Meeting. In the absence of such directions 
the shares represented by such Instrument of Proxy will be voted in favour of each such Resolution. 


Management is not aware of any matters other than those identified in the Notice of Meeting 
that may come before the Meeting. If, however, other matters properly come before the Meeting, or 
there are any amendments or variations to matters identified in the Notice of Meeting, the persons 
designated in the accompanying form of proxy will vote thereon in accordance with their best 
judgment pursuant to the discretionary authority conferred by the Instrument of Proxy with regard 
to such matters. 


Designation of Persons Other Than Those Named in the Management Proxy 


Each Shareholder has the right to designate as his proxy a person other than those designated 
in the accompanying form of proxy to attend and vote for such Shareholder at the Meeting. Any 
Shareholder desiring to exercise such right may do so by striking out the names of the persons 
designated in the accompanying form of proxy and inserting, in the space provided, the name of 
the person he wishes to designate as his proxy, or he may do so by executing an instrument 
appointing a proxy in a form similar to the accompanying form of proxy. 


Revocability of Proxy 

A Shareholder giving a proxy has power to revoke it at any time before it has been exercised, pro- 
vided notice in writing of such revocation shall have been received by the Company at its registered 
office, Suite 1101, Royal Trust Building, Water Street, St. John’s, Newfoundland, A1C 5J9, at least forty- 
eight hours before the commencement of the Meeting or adjourned Meeting at which the Instrument of 
Proxy is to be used. 


Dated as of the 27th day of November, 1978. 


By Order of the Board, 
Paul F. McDonald 


Secretary 
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NOTICE 
of 
ANNUAL GENERAL MEETING 


NOTICE is hereby given that the Annual General Meeting of Brinco Limited (“the Company”) will be held 
in the British Columbia Room of the Royal York Hotel, 100 Front Street West, Toronto, Ontario, at 11:00 
a.m. (Toronto Time) on Thursday, April 26, 1979: 


1. To consider the Company's accounts and balance sheet and the reports of the directors and 
auditors for the year ended December 31, 1978 and, if thought fit, pass as an Ordinary Resolu- 
tion, Resolution No. 1, entitled “Accounts and Reports”; 

2. To elect directors; 

3. TO appoint auditors and authorize the directors to fix their remuneration; 

4. To transact such other business of the Company as may properly come before the Meeting. 

Resolution No. 1 referred to above is set forth on the following page. 

Any Shareholder who is unable to attend the Meeting in person is entitled to be represented by a proxy 
and is requested, after referring to the pertinent sections of the attached Information Circular, to date, 
sign and return the enclosed form of proxy to The Royal Trust Company, P.O. Box 7500, Station “A”, 
Toronto, Ontario M5W 1P9, not less than forty-eight hours before the time fixed for the Meeting. A proxy 
need not be a Shareholder of the Company. 


Dated this 2nd day of April, 1979. 


By Order of the Board, 


Norbert M. Peters 
Vice-President and Secretary 


Attached hereto: 
Information Circular 


Enclosed herewith: 
Form of Proxy 
Addressed envelope 


RESOLUTION 
RESOLUTION NO. 1 — To be Proposed as an Ordinary Resolution ‘‘Accounts and Reports” 
RESOLVED 


THAT the Company’s accounts and balance sheet and the reports of the directors and auditors 
for the year ended December 31, 1978, be and they are hereby adopted. 


INFORMATION CIRCULAR 


This ‘Information Circular is furnished in accordance with the provisions of The Securities Act of 
Ontario, R.S.O. 1970, c.426, as amended, in connection with the solicitation by the management of Brin- 
co Limited (the “Company’’) of proxies to be voted at the Annual General Meeting of the Company (the 
“Meeting’”), to be held on the date and for the purposes set forth in the accompanying Notice of the 
Meeting. The information contained herein is given as of the 26th day of March, 1979. 


Solicitation of Proxies 


In addition to the present solicitation by management, proxies may also be solicited on behalf 
of management by directors, officers, and regular employees of the Company, by mail, by telegram 
= by telephone. The cost of solicitation, which is expected to be nominal, will be borne by the 

ompany. 


Election of Directors 


The shares represented by the proxies solicited will be voted for the election of each of the proposed 
nominees listed below (or for substitute nominees in the event of contingencies not known at the date 
hereof). Each such nominee who is elected a director shall hold office until his retirement at the close or 
adjournment of the next following Annual General Meeting, unless his office is vacated earlier. The Arti- 
cles of Association presently provide that at every Annual General Meeting all of the directors shall retire 
from office. All of the directors who will retire at the Meeting will, in accordance with the Articles of 
Association, be eligible for re-election at the Meeting. 


PROPOSED NOMINEES FOR ELECTION 


The following are proposed for nomination for election as directors at the Meeting:- 


Period of Service Common Shares of the Company 
Name as a Director beneficially owned, 
(From) directly or indirectly 
E. Jacques Courtois, Q.C.*+ April 1973 500 
Robert B. Dale-Harris — a 
Lewis W. Foy” April 1969 1,000 
Alistair G. Frame — _— 
Donald R. Getty — — 
Ryuta Kawasaki~* December 1977 — 
Harry W. Macdonell, Q.C.” April 1971 — 
Harold L. Snyder” January 1975 135 
Hugh R. Snyder* +t October 1978 — 
Sir Mark Turner* t January 1976 — 


*Member of the present Board of Directors . 
+Member of the Executive Committee of the present Board of Directors 


PRINCIPAL OCCUPATION OF PROPOSED NOMINEES FOR ELECTION 


Set out below is the principal occupation or employment of each person proposed to be nominated 
for election as a director, and where applicable positions and offices with the Company held by them, 
and in respect of Robert B. Dale-Harris, Alistair G. Frame, Donald R. Getty and Hugh R. Snyder, their 
principal occupation or employment within the five preceding years: 


E. Jacques Courtois, a partner of Messrs. Courtois, Clarkson, Parsons & Tétrault, advocates, barris- 
ters and solicitors, Montreal, Quebec. 


Robert B. Dale-Harris, retired former senior partner of Coopers & Lybrand, Chartered Accountants, 
Uxbridge, Ontario. From and prior to March 1974 and until March 1979 when he retired, Mr. Dale-Harris 
was a senior partner of the Toronto Office, Central Region of Coopers & Lybrand. 


Lewis W. Foy, Chairman of Bethlehem Steel Corporation, manufacturer of steel and steel products, 
Bethlehem, Pa., U.S.A. 


Alistair G. Frame, Deputy Chairman and Chief Executive, The Rio Tinto-Zinc Corporation Limited, an 
international mining and industrial corporation, London, England. From and prior to March 1974 and until 
January 1975, Managing Director of RTZ Development Enterprises Limited, a wholly-owned subsidiary of 
The Rio Tinto-Zinc Corporation Limited. He was appointed to the main Board of The Rio Tinto-Zinc Cor- 
poration Limited in September 1973, became Deputy Chief Executive in January 1977, and was 
appointed to his present function in September 1978. 


Donald R. Getty, President, D. Getty Investments Ltd., a private investment company, Edmonton, 
Alberta. From and prior to March 1974 and until March 1975, Mr. Getty was Minister of Federal and Inter- 
governmental Affairs and from April 1975 to March 23, 1979, Minister of Energy and Natural Resources in 
the Government of the Province of Alberta. From and prior to March 1974 and until March 1979, Mr. Getty 
was a Member of the Legislative Assembly of Alberta for the constituency of Edmonton Whitemud. 


Ryuta Kawasaki, Executive Vice-President, Marubeni Corporation of Japan, New York, U.S.A. He is 
also President of Marubeni America Corporation. 


Harry W. Macdonell, a partner of McCarthy & McCarthy, barristers and solicitors, Toronto, Ontario. 


Harold L. Snyder, Director, Centre for Cold Ocean Resources Engineering, Memorial University, St. 
John’s, Newfoundland. 


Hugh R. Snyder, President and Chief Executive Officer of the Company, Toronto, Ontario. From and 
prior to March 1974 and until November 1974, Mr. Snyder was Manager, Corporate Development of the 
Company. From February 1975 to August 1978, he was President and Chief Executive Officer of Western 
Mines Limited, a mining company. Mr. Snyder became President and Chief Executive Officer of the 
Company in October 1978. 


Sir Mark Turner, Chairman of The Rio Tinto-Zinc Corporation Limited, an international mining and 
industrial corporation, London, England. 


Appointment of Auditors 


It is intended that the shares represented by the proxies hereby solicited will be voted for the 
appointment of Peat, Marwick, Mitchell & Co. as auditors of the Company to hold office until the next 
Annual General Meeting of the Company, and for the authorization of the directors to fix their 
remuneration. 


Voting Shares and Principal Holders Thereof 


As of the date hereof, there were outstanding in the hands of shareholders, 14,669,518 common 
shares of the Company’s capital stock, without nominal or par value, and the holders thereof of record at 
the time of the Meeting will be entitled to one vote for each share held at such Meeting. In addition there 
are 9,973,067 shares of the Company, recently designated by legislation as Class A Shares of the Com- 
pany, which are held by the Company, are not outstanding and will not be voted at the Meeting. 


To the knowledge of the directors and senior officers of the Company, the only person or corporation 
which beneficially owns (within the meaning of The Securities Act (Ontario) ) directly or indirectly, more 
than 10% of the outstanding common shares of the Company is The Rio Tinto-Zinc Corporation Limited, 6 
St. James's Square, London, England (‘‘RTZ’’). At the date hereof, RTZ owns 100 common shares direct- 
ly, and through a wholly-owned subsidiary, Tinto Holdings Canada Limited, Suite 3209, Toronto-Dominion 
Centre, Toronto, Ontario (‘Tinto’), RTZ beneficially owns 2,100 common shares. Thornwood Investments 
Limited (having the same address as Tinto), which is 80% owned by RTZ and 20% by Bethlehem Steel 
Corporation, Bethlehem, Pa., U.S.A. (“Bethlehem”), owns 12,113,831 common shares. For the purpose of 
The Securities Act (Ontario) on the date hereof, RTZ is deemed to own beneficially 12,116,031, or 82.6% 
of the outstanding common shares of the Company. RTZ’s net beneficial interest in the common share 
equity of the Company is 66.1% and that of Bethlehem is 16.5%. Marubeni Corporation and The Fuji 
Bank, Limited are the beneficial owners of an aggregate of 1,200,000, or 8.2% of the outstanding com- 
mon shares of the Company. 


Upon a show of hands, every Shareholder present in person and every proxy who is not a Share- 
holder and who represents a Shareholder entitled to vote shall have one vote only. 


Upon a poll, which may be demanded by the Chairman of the Meeting or by Shareholders repre- 
senting not less than 5% of the shares represented at the Meeting in person or by proxy and entitled to 
vote, every such Shareholder shall have one vote for each common share of the Company registered in 
his name. A Shareholder may appoint another person, who need not be a Shareholder of the Company, 
as his proxy to attend and vote in his place and stead; where a corporation, being a Shareholder entitled 
to vote, is present by proxy, or by a person duly appointed who is not a Shareholder, such proxy or 
person shall, in addition to voting on a poll, be entitled to vote for such corporation on a show of hands. 
Upon a poll, the passing of an Ordinary Resolution requires the approval of a majority of the common 
shares represented at the Meeting either in person or by proxy. The passing of a Special Resolution 
requires the approval of at least 75% of the votes cast. 


The instrument appointing the proxy shall be in writing under the hand of the Shareholder or of his 
attorney, duly authorized in writing or, if the Shareholder be a corporation, either under its corporate seal 
or under the hand of an officer or its attorney so authorized. 


The instrument appointing a proxy and the power of attorney or other authority (if any) under which it 
is Signed, or a notarially certified copy of such power or authority, to be effective, must be deposited with 
The Royal Trust Company, P.O. Box 7500, Station “A”, Toronto, Ontario M5W 1P9, not less than. forty- 
eight hours before the time appointed for holding the Meeting or adjourned Meeting at which the person 
named in the instrument proposes to vote. The instrument appointing a proxy shall be valid only for the 
Meeting for which it is given or any adjournment thereof. 


Voting of Shares Represented by Management Proxy 


The accompanying form of proxy confers discretionary voting authority upon the persons 
designated therein. The shares represented by any valid Instrument of Proxy on the said form and 
appointing the persons named therein to represent the Shareholder at the Meeting will be voted in 
accordance with the directions of the Shareholder as specified in the Instrument of Proxy in 
respect of each Resolution referred to in the Notice of Meeting. In the absence of such directions 
the shares represented by such Instrument of Proxy will be voted in favor of each such Resolution. 


Management is not aware of any matters other than those identified in the Notice of Meeting 
that may come before the Meeting. If, however, other matters properly come before the Meeting, or 
there are any amendments or variations to matters identified in the Notice of Meeting, the persons 
designated in the accompanying form of proxy will vote thereon in accordance with their best 
judgment pursuant to the discretionary authority conferred by the Instrument of Proxy with regard 
to such matters. 


Designation of Persons Other Than Those Named in the Management Proxy 


Each Shareholder has the right to designate as his proxy a person other than those designated 
in the accompanying form of proxy to attend and vote for such Shareholder at the Meeting. Any 
Shareholder desiring to exercise such right may do so by striking out the names of the persons 
designated in the accompanying form of proxy and inserting, in the space provided, the name of 
the person he wishes to designate as his proxy, or he may do so by executing an instrument 
appointing a proxy in a form similar to the accompanying form of proxy. 


Revocability of Proxy 


A Shareholder giving a proxy has power to revoke it at any time before it has been exercised, pro- 
vided notice in writing of such revocation shall have been received by the Company at its office, 33 City 
Centre Drive, Suite 210, Mississauga, Ontario, L5B 2S8, at least forty-eight hours before the commence- 
ment of the Meeting or adjourned Meeting at which the instrument of Proxy is to be used. 


Remuneration of Management and Others 


The aggregate direct remuneration paid or agreed to be paid to directors and senior officers of the 
Company during the year ended December 31, 1978 was $584,000. The aggregate remuneration paid or 
proposed to be paid to senior officers, including senior officers who are directors, as bonuses, retirement 
or severance allowances was $179,000. 


The estimated aggregate cost to the Company and its subsidiaries in the year ended December 31, 
1978 of all pension benefits proposed to be paid under any normal pension plan, directly or indirectly, by 
the Company and its subsidiaries to directors and senior officers of the Company, in the event of their 
retirement at normal retirement age, was $9,400. 


In 1975, 200,000 common shares were reserved for issuance in accordance with the provisions of 
the 1975 Stock Option Plan (‘Plan’’). Under a grant of September 2, 1976, options to senior officers were 
outstanding on 10,000 shares at $4.00 per share as of March 26, 1979, to be exercised prior to Sep- 
tember 2, 1981. 


On August 31, 1978, an option under the Plan was granted to a director and senior officer on 50,000 
shares at $7.00 per share, to be exercised prior to August 31, 1983. The price range of the common 
shares for the 30 day period preceding the date of the grant was a high of $81/g and a low of $4.75. 


On January 22, 1979, an option under the Plan was granted to a senior officer on 30,000 shares at 
$6.30 per share to be exercised prior to January 22, 1984. The price range of the common shares for the 
30 day period preceding the date of the grant was a high of $77/g and a low of $63/q. 

On February 26, 1979, options under the Plan were granted to senior officers on 15,000 shares at 


$7.00 per share, to be exercised prior to February 26, 1984. The price range of the common shares for 
the 30 day period preceding the date of the grant was a high of $81/g and a low of $65/s. 


Dated as of the 26th day of March, 1979. 
By Order of the Board, 


Norbert M. Peters 


Vice-President and Secretary 
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SUBSCRIPTION AGREEMENT 


THIS AGREEMENT made as of the 20th day of August, 1980, 


BOTW BIEN: 


WHEREAS : 


BRINCO LIMITED, a corporation 
incorporated under the laws of 
the Province of Newfoundland 


(hereinafter referred to as 
“Brinco"), 
OF THE FIRST PART, 


- and - 


OLYMPIA & YORK DEVELOPMENTS LIMITED, 


‘a corporation incorporated under the 


laws of the Province of Ontario 
(hereinafter referred to as the 
"Company 4) 4 


OF THE SECOND PART. 


(a) Brinco is a corporation duly incorporated and organized 


under the laws of the Province of Newfoundland; 


(b) Brinco is proposing to acquire all of the issued and 


a“ 


outstanding shares of the capital of Cassiar Resources 


Limited; and 


(c) subject to the terms and conditions hereinafter set 


forth, the Company has agreed to subscribe for and 


purchase from Brinco and Brinco has agreed to issue and 
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SUBSCRIPTION AGREEMENT 


THIS AGREEMENT made as of the 20th day of August, 1980, 


Becer ow E E N: 


WHEREAS : 


(a) 


(b) 


(c) 


BRINCO LIMITED, a corporation 
incorporated under the laws of 
the Province of Newfoundland 


(hereinafter referred to as 
EBrINnco: )) 


OF THE FIRST PART, 
- and - 
OLYMPIA & YORK DEVELOPMENTS LIMITED, 
a corporation incorporated under the 
laws of the Province of Ontario 
(hereinafter referred to as the 


"Company"), 


OF THE SECOND PART. 


Brinco is a corporation duly incorporated and organized 


under the laws of the Province of Newfoundland; 


Brinco is proposing to acquire all of the issued and 


outstanding shares of the capital of Cassiar Resources 


Limited; and 


subject to the terms and conditions hereinafter set 


forth, the Company has agreed to subscribe for and 


purchase from Brinco and Brinco has agreed to issue and 
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allot to the Company the Purchased Shares (as 
hereinafter defined), the proceeds of which issue 
Brinco proposes to apply towards the cost of the 
acquisition of the issued and outstanding shares of the 


Capital of Cassiar Resources Limited; 


NOW THEREFORE THIS AGREEMENT WITNESSETH that in 


consideration of the respective covenants herein contained and 


other good and valuable consideration (the receipt and 


sufficiency whereof by each party, the one to the other, is 


hereby acknowledged), the parties hereto agree as follows: 


ARTICLE I 


INTERPRETATION 


SECTION 1.01 Definitions. The following terms shall have the 


meanings ascribed to them below unless there is something in the 


context inconsistent therewith: 


(1) 


(2) 


"Act" means The Companies Act (Newfoundland), R.S. 


Nfld. 1970, C. 54, as amended; 


"Agreement" means this agreement between Brinco and the 
Company made as of the 20th day of August, 1980, as the 


same may be amended, extended, replaced or restated 
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from time to time in accordance with the terms hereof, 
and the expressions "herein", "hereof", "hereto" and 
Similar expressions refer to this Agreement and/or, 
where applicable, to the appropriate Schedule or 


Schedules hereto; 


(3) "Article" means a separately numbered Article of this 
Agreement and includes all Sections contained in such 


Article; 


(4) "Brinco" means Brinco Limited, the party of the first 


part to this Agreement; 


(5) "Brinco Constating Documents" means, collectively, the 
Memorandum of Association and Articles of Association 
of Brinco attached as Schedule A hereto and shall 
include such amendments thereto as are only necessary 
to give effect to the transactions contemplated 


pursuant to this Agreement; 


(6) "“Brinco Counsel" means Messrs. McCarthy & McCarthy, 


Toronto, Ontario, or such other counsel designated by 


Brinco and acceptable to the Company; 


(7) "Cassiar" means Cassiar Resources Limited; 
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“Cassiar Purchase Agreement" means an agreement dated 
August 1, 1980 (as amended by telex agreement of 
various subsequent dates permitting the effective date 
of such agreement to occur not later than August 15, 
1980) among Brinco and the Cassiar Share Vendors 
relating to the purchase by Brinco from the Cassiar 


Share Vendors of the Cassiar Shares; 


"“Cassiar Share Vendors" means Turner & Newall Limited, 
Newmont Mining Corporation, James Hardie Industries 
Limited, J.H. Industries (U.K.) Limited and Raybestos- 


Manhattan, Inc.; 


"Cassiar Shares" means all of the common shares without 
nominal or par value in the capital of Cassiar owned by 
the Cassiar Share Vendors and/or wholly-owned subsidi- 

aries of the Cassiar Share Vendors, and being 3,236,442 


shares in the aggregate; 


"Closing Date" means the date on which the closing of 
the transaction contemplated by this Agreement shall 


occur, which date will be established as provided in 


Section 2.03 hereof; 
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(12) 


GE") 


(14) 


(15) 


(16) 


C17) 


(18) 


“Common Share Purchase Agreement" means the agreement 
of even date hereof made between the Company and the 
Vendors and relating to the purchase by the Company 
from the Vendors of certain Common Shares owned by the 


Vendors; 


"Common Shares" means the common shares without nominal 


Or*par Value Of Brinco-: 


"Company" means Olympia & York Developments Limited, 


the party of the second part to this Agreement; 


"Company Counsel" means Messrs. Davies, Ward & Beck, 
Toronto, Ontario, or such other counsel designated by 


the Company; 


"Effective Date" means the date on which the FIRA 


Opinion is issued; 


"FIRA" means the Foreign Investment Review Act 


(Canada), S.C. 1973-74, C.46, as amended; 


< 


"FIRA Opinion" means an opinion from the Minister 


responsible for FIRA, given pursuant to Section 4(1) of 


FIRA, on terms satisfactory to Brinco and the Company 
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(12) 


(20) 


(21) 


(22) 


(23) 


and their respective counsel, to the effect that Brinco 
is not, or will not be as a result of the consummation 
of the transactions contemplated in this Agreement and 
the Common Share Purchase Agreement, a Non-Eligible 


Person; 


"Non-Eligible Person" shall have the same meaning as in 


FIRA; 


“Preferred Shares" means the class of preferred shares 


with a par value of $5.50 each of Brinco; 


"Preferred Shares Series A" means the 7% cumulative 


convertible redeemable retractable preferred shares 


series A with a par value of $5.50 each of Brinco; 


"Preferred Shares Series B" means the convertible 
retractable preferred shares series B with a par value 


of $5.50 each of Brinco; 


"Preferred Shares Series C" means the 8% cumulative 


wm 


convertible preferred shares series C with a par value 


of $5.50 each of Brinco; 
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G25) 


(26) 


| 


“Preferred Share Series C Provisions" means the rights, 
privileges, preferences, restrictions and conditions to 
be attached to the Preferred Shares Series C as a 


series as set forth in Schedule B; 


"Purchased Shares" means the 7,272,728 Preferred Shares 
Series C subscribed for by the Company as provided in 


Article II; 


"Subsidiary" means any company or corporation 
wheresoever or however incorporated, equity shares, in 
such number entitling the holders to elect the majority 
of the board of directors thereof, of which are owned 
by any company or corporation and shall include any 
company or corporation in like relationship to a 
Subsidiary; “equity shares" means the shares of capital 
stock of a company or corporation of any class, 
howsoever designated, carrying voting rights under all 
circumstances and any shares of a company or 
corporation carrying voting rights by reason of the 
occurrence of any contingency that has occurred and is 


continuing; for purposes of this Agreement Cassiar 


shall be deemed not to be a Subsidiary of Brinco; 
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(27) "Vendors" means Tinto Holdings Canada Limited, 
Interocean Shipping Company, Marubeni Corporation and 


The Fuji Bank, Limited; and 


(28) "1979 Financial Statements" means the audited 
consolidated financial statements of Brinco for the 
fiscal year ended December 31, 1979, consisting of a 
consolidated statement of financial position as at 
December 31, 1979 and consolidated statements of 
earnings, retained earnings and changes in financial 
position for the fiscal year then ended and notes 
thereto, as reported upon by Peat, Marwick, Mitchell & 
Co., and contained in the 1979 Annual Report forwarded 


to the shareholders of Brinco. 


SECTION 1.02 References to Statutes. All references herein and 
in all documentation delivered pursuant hereto to particular 
statutes, regulations made thereunder and sections thereof, shall 
be to such statutes, regulations and sections as the same exist 
at the date of this Agreement and as the same may from time to 


time be amended, re-enacted or replaced. 


< 


SECTION 1.03 Number, etc. Words importing the singular number 


only shall include the plural and vice versa, words importing the 
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use of any gender shall include all genders and words importing 


persons shall include firms and corporations and vice versa. 


SECTION 1.04 Severability. In the event that one or more 
non-material provisions in this Agreement or any agreement or 
document required hereunder to be delivered shall be invalid, 
illegal or unenforceable in any respect under any applicable law, 
the validity, legality and enforceability of the remaining 
provisions hereof and thereof shall not be affected or impaired 


thereby. 


SECTION 1.05 Canadian Funds. All references in this Agreement 


to dollar amounts shall mean Canadian dollars. 


SECTION 1.06 Governing Laws. This Agreement shall be construed 
and enforced in accordance with the laws of the Province of 


Ontario. 


ARTICLE. Ii 


SUBSCRIPTION FOR PREFERRED SHARES SERIES C 


SECTION 2.01 Subscription. Subject to the terms and conditions 
hereof, the Company hereby subscribes and agrees to pay for at 
the closing 7,272,728 fully paid Preferred Shares Series C (the 


"Purchased Shares") at and for an aggregate subscription price of 
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$40,000,004. Brinco hereby agrees to allot and issue at the 


closing the Purchased Shares to the Company for such amount. 


SECTION 2.02 Share Certificates. The Company hereby authorizes 
and directs Brinco to deliver at the closing certificates repre- 


senting the Purchased Shares registered as follows: 


Registration Particulars Number 
Olympia & York Investments Tpelegpl2s 
Limited, 


1 First Canadian Place, 
Toronto, Ontario 


SECTION 2.03 sClosing. sSubject to the terms and conditions 
hereof, the closing shall take place at 10:00 a.m. (Toronto time) 
at the executive offices of Brinco on a date (the "Closing Date") 
to be specified by Brinco by written notice to the Company, which 
Written notice shall =ber given forthwith wupon receipt, by Branco ‘of 
the FIRA Opinion, and which Closing Date shall not be less than 
five (5) days nor more than thirty (30) days following the 
Effective Date, provided that such Closing Date shall be at least 
two (2) business days following the receipt by the Company of the 
aforementioned written notice, or at such other time and place as 
may be mutually convenient to and agreed upon by the parties 


hereto. Brinco shall use its best efforts to consummate the 
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transactions provided for in the Cassiar Purchase Agreement as 


soon as reasonably practicable following the Closing Date. 


SECTION 2.04 Procedure for Payment. Payment for the Purchased 
Shares shall be made by the Company delivering to Brinco at the 
closing referred to in Section 2.03 hereof a certified cheque or 
bank draft for the aggregate purchase price for the Purchased 
Shares against delivery of a definitive certificate or 
certificates representing cyen per enacted Shares registered as 
provided in Section 2.02 hereof and countersigned by the transfer 


agent and registrar for the Preferred Shares Series C. 
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REPRESENTATIONS AND WARRANTIES RESPECTING BRINCO 


Brinco represents and warrants to the Company as 


follows: 


SECTION 3.01 Corporate Existence and Good Standing. Brinco is a 


corporation duly and validly incorporated, organized and 
subsisting under the laws of the Province of Newfoundland, has 
all necessary corporate power and authority to own its properties 
and carry on its business as presently carried on; and is duly 
qualified as a corporation to do business or own or lease 


property in each jurisdiction where the nature of its business or 
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the property owned or leased by it makes such qualification 


necessary. 


SECTION 3.02 Corporate Authority. Brinco has full power, legal 
right and authority to enter into this Agreement and the Cassiar 
Purchase Agreement and has such power, legal right and authority 
to do all such acts and things as are required hereunder and 
thereunder to be done, observed or performed by it, subject to 


and in accordance with the terms hereof and thereof. 


SECTIONS 3.03 gVadiad Authorizationvor ythiseAgreement .qy Ald 


necessary corporate action of the directors and/or shareholders 
of Brinco to authorize the execution, delivery and performance of 
this Agreement has been taken; this Agreement has been duly 
executed and delivered on behalf of Brinco and constitutes a 
valid, binding and legally enforceable agreement of Brinco except 
that the enforceability of this Agreement may be limited by 
bankruptcy laws or other similar laws generally affecting the 
enforceability of creditors' rights, and except that equitable 


remedies are only available in the discretion of a court of law. 


< 
«< 


SECTION 3.04 Brinco Constating Documents. At the time of 
closing on the Closing Date the Brinco Constating Documents will 


be as set forth in Schedule A annexed hereto, as amended only to 
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the extent necessary in order to give effect to the transactions 
contemplated hereby and at the time of closing on the Closing 
Date there will not be any application authorized, pending or 


made for any amendment of the Brinco Constating Documents. 


SECTION 3.05 Validity or Agreements = Non-Contlict. ~None. of, the 


authorization, execution, delivery or performance by Brinco of 
this Agreement or of the Cassiar Purchase Agreement, including, 
without limitation, the allotment and issuance of the Purchased 
Shares, requires any approval or consent of any governmental 
authority or agency having jurisdiction (except, in the case of 
the Agreement, such as has already been or at or prior to the 
closing will be obtained and except, in the case of the Cassiar 
Purchase Agreement, as required within the terms of such 
agreement) nor is in conflict with or contravention of the Brinco 
Constating Documents (including the provisions attaching to the 
Preferred Shares Series A and the Preferred Shares Series B), 
resolutions of the directors or shareholders of Brinco or the 
provisions of any indenture, instrument, agreement or undertaking 
to which Brinco or any of its Subsidiaries is a party or by which 
Brinco or any of its Subsidiaries or the properties or assets of 
Brinco or any of its Subsidiaries are or may become bound or 
constitues a default thereunder or results in the creation or 
imposition of any lien, charge or encumbrance of any nature 


whatsoever upon any of the properties or assets of Brinco or any 
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of its Subsidiaries pursuant to the terms of any such indenture, 
instrument, agreement or undertaking. The Purchased Shares when 
allotted and issued pursuant to Section 2.01 hereof will 

constitute fully paid and non-assessable Preferred Shares Series 


C. 


SECTION 3.06 Securities Legislation. Brinco is a “reporting 
issuer", as defined in The Securities Act, 1978 (Ontario), and is 
not in material default of any filings required to be made 
pursuant thereto and the Regulation made thereunder. Subject to 
compliance by the Company with the provisions of Section 4.02 
hereof and to the filing of a Form 19 report under the Regulation 
to The Securities Act, 1978 (Ontario) within ten (10) days 
following the Closing Date neither the allotment nor the 
insurance of the Purchased Shares to the Company will result in 


any contravention of any applicable securities legislation. 


SECTION 3.07 Absence of Litigation. There is not now pending 
against Brinco or any of its Subsidiaries or, to the knowledge of 
any of the officers of Brinco, threatened against Brinco or any 
of its Subsidiaries any material litigation, action, suit or 
other proceeding by or before any court, tribunal or other 


competent governmental agency or authority. 
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SECTION 3.08 Cassiar Purchase Agreement. The Cassiar Purchase 


Agreement has been duly executed and delivered on behalf of 
Brinco and constitutes a valid, binding and legally enforceable 
agreement of Brinco except that enforceability of the Cassiar 
Purchase Agreement may be limited by bankruptcy laws or other 
Similar laws generally affecting the enforceability of creditors' 
rights, and except that equitable remedies are only available in 


the discretion of a court of law. 


SECTION 3.09) Capitalization. | Branco s authorized capital “as at 


August 13, 1980 consisted of: 
(1) 35,000,000 Common Shares, and 
(2) 10,000,000 Preferred Shares, of which 


(i) 2,094,755 shares consist of a series designated as 


Preferred Shares Series A, and 


(ii) 286,262 shares consist of a series designated as 


Preferred Shares Series B, 


of which as at such date 16,897,659 Common Shares, 2,094,755 


Preferred Shares Series A and 286,262 Preferred Shares Series B 


were issued and outstanding as fully paid and non-assessable and 
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403,900 Common Shares were reserved for issuance pursuant to 
outstanding options. In addition there were 7,762,632 Common 
Shares designated by legislation as Class A shares held by Brinco 
and not outstanding. As at the time of closing on the Closing 


Date, Brinco's authorized capital shall consist of 


(1) 35,000,000 Common Shares, and 


(2) 10,000,000 Preferred Shares of which 


(as) 282; 094../55-shanesshallicons ist dof tairseries 


designated as Preferred Shares Series A, 


(ii) 286,262 shares shall consist of a series 


designated as Preferred Shares Series B, and 


(iii) 7,300,000 shares shall consist of a series 


designated as Preferred Shares Series C, 


of which the only issued and outstanding shares will be the 
aforementioned 16,897,659 Common Shares, 2,094,755 Preferred 
Shares Series A, 286,262 Preferred Shares Series B and 7,272,728 
Preferred Shares Series C (except to the extent that the 
authorized and issued capital of any class or series of shares 


shall, since August 13, 1980, have been changed as a result of 
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the subsequent conversion or redemption of Preferred Shares in 
accordance with their respective terms) and such of the 
aforementioned reserved Common Shares as shall have theretofore 
been issued. Since the date of their respective issue there has 
been no change in the basis of conversion of the Preferred Shares 
Series A or Preferred Shares Series B from that provided in 
Clauses 3(a) and 2(a) of the respective provisions of such 


shares. 


SECTION 3.10 Preferred Share Series C Provisions. At the time 
of closing on the Closing Date the rights, privileges, 
preferences, restrictions and conditions attaching to the 
Preferred Shares Series C as a series will be as set forth in the 
Preferred Share Series C Provisions and no other shares of Brinco 
shall rank equally with or prior to the Preferred Shares Series C 
in respect of payment of dividends or repayment of capital, 
except the Preferred Shares Series A and the Preferred Shares 


Series B. 


SECTION®@3 411% Contracts or Rights for Unissued Shares. As at the 


Gate hereof there are not, nor at the time of closing on the 
Closing Date will there be, any contracts, options, rights in 
equity or at law or otherwise binding upon or which at any time 
in the future may be capable of becoming binding upon Brinco to 


allot or issue (other than pursuant to the provisions of this 
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Agreement) any of the unissued shares of the capital of Brinco, 
except (a) in connection with Brinco's 1975 Stock Option Plan 
pursuant to which not more than 403,900 Common Shares may be 
issued, and (b) in connection with the rights of conversion 
attaching to the outstanding Preferred Shares Series A and 
Preferred Shares Series B pursuant to which not more than 


1,321,367 Common Shares may be issued. 


SECTION 3.12 Financial Statements. The 1979 Financial State- 
ments are complete and correct, have been prepared in accordance 
with generally accepted accounting principles applied on a basis 
consistent with prior periods (except as and to the extent noted 
in the notes thereto) and accurately and fairly present and 
disclose, on a consolidated basis, the assets, liabilities and 
the financial condition of the business of Brinco and its 
Subsidiaries as at the date thereof and the results of their 
Operations and the source and application of their funds for the 
12 month period then ended and reflect, on a consolidated basis, 
all known liabilities (whether accrued, absolute, contingent or 
otherwise) of Brinco and its Subsidiaries as at such date. The 
interim unaudited consolidated financial statements of Brinco for 
the six month period ended June 30, 1980 and previously delivered 
to the Company are complete and correct, have been prepared in 
accordance with generally accepted accounting principles applied 


on a basis consistent with the 1979 Financial Statements and 
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accurately and fairly present and disclose, on a consolidated 
basis, the assets, liabilities and the financial condition of the 
business of Brinco and its Subsidiaries as at the date thereof 
and the results of their operations and the source and applica- 
tion of funds for the six month period then ended and reflect, on 
a consolidated basis, all known liabilities (whether accrued, 
absolute, contingent or otherwise) of Brinco and its Subsidiaries 


as at such date. 


SECTION 3.3" Financial Condition. ~The ‘consolidated financial 
position of Brinco and its Subsidiaries is at the date hereof and 
will on the Closing Date be at least as good as that shown on or 
disclosed in the interim unaudited consolidated financial 
statements of Brinco for the six months ended June 30, 1980 and 
Since June 30, 1980 there has been no materially adverse change 
in the business, results of operations, assets, financial 
condition or affairs of Brinco and its Subsidiaries considered as 
a Single enterprise, financial or otherwise. Since June 30, 
1980, the business and affairs of Brinco and its Subsidiaries 
considered as a single enterprise have been carried on, and will 
be carried on from the date hereof to the Closing Date, in the 
ordinary and normal course except that Brinco has entered into 


the Cassiar Purchase Agreement. 
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SECTION 3.14 Liabilities. There are not at the date hereof and 
will not at the time of closing be any material liabilities of 
Brinco or any of its Subsidiaries of any kind whatsoever, whether 
or not accrued and whether or not determined or determinable, 


other than: 


(a). liabilities disclosed or provided for in the 1979 


Financial Statements; 


(b) liabilities disclosed or referred to in this Agreement; 


and 


(c) liabilities incurred in the ordinary course of business 
and attributable to the period since December 31, 1979, 
none of which has been or will be materially adverse to 
the nature of the business, results of operations, 
assets or financial condition of Brinco and its 


Subsidiaries considered as a single enterprise. 


SECTION 3.15 Additional Subsidiaries. Except for the proposed 
acquisition of Cassiar Shares pursuant to the Cassiar Purchase 
Agreement, since June 30, 1980 neither Brinco nor any of its 
Subsidiaries as at that date has acquired any additional 
Subsidiaries nor entered into any agreement to acquire any 


additional Subsidiaries and will not, up to the time of closing 
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on the Closing Date, acquire or agree to acquire, any Subsidiary 


without the prior written consent of the Company. 


SECTION 3.16 Dividends. Since June 30, 1980, Brinco has not, 
directly or indirectly, declared or paid any dividends or 
declared or made any other distribution on any of its shares of 
any class, and Brinco will not, directly or indirectly, up to the 
time of closing on the Closing Date, declare or pay any dividends 
Or make any distribution on any of its shares of any class, 
except with respect to the fixed cumulative preferential cash 


dividends payable on the Preferred Shares Series A. 


SECTION "300 “iGapital Expenditunes .Nowicapital) expenditures shave 
been made or authorized by Brinco or any of its Subsidiaries 
since June 30, 1980 and no capital expenditures will be made or 
authorized up to the time of closing on the Closing Date by 
Brinco or any of its Subsidiaries without the prior written 
consent of the Company, except in each case as stated above with 
respect to capital expenditures made in the ordinary course of 
business and on a basis consistent with capital expenditures made 


or authorized during the six month period ended June 30, 1980. 


SECTION 3.18 Public Corporation. Brinco is a public corporation 


within the meaning of the Income Tax Act (Canada). 
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ARTICLE IV 


REPRESENTATIONS AND WARRANTIES RESPECTING COMPANY 


The Company represents and warrants to Brinco as 


follows: 


SECTION 4.01 Valid Authorization of this Agreement. Sal 


necessary corporate action of the directors and/or shareholders 
of the Company to authorize the execution, delivery and perform- 
ance of this Agreement has been taken; this Agreement has been 
executed and delivered on behalf of the Company and constitutes a 
valid, binding and legally enforceable agreement of the Company 
except that the enforceability of the Agreement may be limited by 
bankruptcy laws or other similar laws generally affecting the 
enforceability of creditors’ rights, and except that equitable 


remedies are only available in the discretion of a court of law. 


SECTION 4.02 Purchase as Principal for Investment. The Company 


is purchasing the Purchased Shares as principal for investment 
only and not with a view to resale, distribution or distribution 
to the public; subject to completion of the transaction of 
purchase and sale of the Purchased Shares in accordance with the 
terms and conditions hereof, the Company agrees to execute and 
deliver at the time of closing Schedule 2 to Form 19 under the 


Regulation to The Securities Act, 1978 (Ontario). The Company 
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has not received from Brinco an “offering memorandum" within the 
meaning of clause 20(1)(b) of the Regulation to The Securities 
Act, 1978 (Ontario) and, as a result thereof, agrees with Brinco 
that the Company need not be given a "contractual right of 
action" within the meaning of clause 20(1)(a) of such Regulation 
as a condition of relying on the exemption from the prospectus 
requirement in clause 71(1)(d) of The Securities Act, 1978 


(Ontario). 


SECTION 4.03 FIRA Status of Company. The Company is not at the 
date hereof and will not be at the time of closing a Non-Eligible 


Person. 


SECTION 4.04 Olympia & York Investments Limited. All of the 


issued and outstanding shares of Olympia & York Investments 
Limited are at the date hereof and will be at the time of closing 


beneficially owned by the Company. 


ARTICLE V 
CONDITIONS PRECEDENT TO CLOSING 
SECTION 5.01 Mutual Conditions. The obligations of Brinco to 
allot and issue the Purchased Shares and of the Company to 
purchase the Purchased Shares are conditional upon prior 


compliance with each of the following conditions precedent, it 
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being agreed that such conditions precedent are for the mutual 


benefit of Brinco and the Company and may be waived by them only 


jointly in whole or in part in writing: 


(a) 


(b) 


Cc) 


FIRA Opinion =-"The FIRA Opinion shall have been 
obtained by Brinco and a copy of same furnished to the 


Company; 


Cassiar Purchase Agveement V=tNonesofethe.Cassiar Share 


Vendors shall have been discharged, or be entitled at 
law or in equity, to be discharged in whole or in part 
from their obligations pursuant to the Cassiar Purchase 
Agreement, and there shall not have occurred any 
variation in or amendment of the Cassiar Purchase 
Agreement unless same has been consented to by the 
Company in writing; provided that Brinco shall not be 
entitled to the benefit of this condition if any of the 
Cassiar Share Vendors have been discharged, or are 
entitled at law or in equity to be discharged, in whole 
or in part, from their obligations pursuant to the 
Cassiar Purchase Agreement as a result of any act by 


Brinco; 


Purchase of Common Shares - All conditions to the 


completion of the purchase by the Company from the 
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Vendors of certain Common Shares pursuant to the Common 
Share Purchase Agreement shall have been satisfied and 
the completion of such transaction shall have occurred 
contemporaneously with the purchase of the Purchased 


Shares hereunder; 


Relief from Obligation to Make Follow-up Offer -— The 


Company shall have obtained an order of the Ontario 
Securities Commission, on terms satisfactory to the 
Company, Brinco and their respective counsel, relieving 
the Company of any obligations under The Securities 
Act, 1978 (Ontario) to make a follow-up offer for 
Common Shares other than those to be purchased pursuant 


to the Common Share Purchase Agreement; and 


Regulatory Action - No action or proceedings, at law 
and equity, shall be pending or threatened by any 
person, company firm, governmental authority, 
securities commission, regulatory body or agency to 
enjoin the purchase and sale of the Purchased Shares 
contemplated hereby or the purchase and sale of the 
Cassiar Shares pursuant to the Cassiar Purchase 
Agreement or to suspend or cease or stop trading in the 


shares of Brinco or Cassiar. 
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SECTION 5.02 Conditions in Favour of Company. The obligation of 


the Company to purchase the Purchased Shares is conditional upon 


prior compliance with each of the following conditions precedent, 


it being agreed that such conditions precedent are for the sole 


and exclusive benefit of the Company and may be waived by it in 


whole or in part in writing: 


(a) 


(b) 


(c) 


Accuracy of Representations and Warranties - The 


representations and warranties of Brinco set forth in 
Article III hereof shall be true and correct as of the 


time of closing as if made at such time; 


Certificates - Brinco shall have furnished to the 
Company a certificate, satisfactory in scope and 
substance to the Company, dated the Closing Date and 
signed by an officer or officers of Brinco satisfactory 
to the Company certifying that as of the Closing Date 
the representations and warranties of Brinco set forth 
in Article III hereof are true and correct as if made 


on such date of closing; 


< 


Performance of Covenants - Brinco shall have complied 


with the covenants provided for in Article VI; 
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Stock Exchange Approvals - Each stock exchange in 
Canada upon which the Common Shares of Brinco will be 
listed for trading as at the time of closing will have 
approved the creation, issue and allotment of the 
Preferred Shares Series C under the terms of this 
Agreement pursuant to any applicable by-laws or 
regulations of such stock exchange and each such stock 
exchange shall Reveneccerres as at such time the 
listing and posting for trading of a sufficient number 
of Common Shares into which the Preferred Shares Series 


C are convertible at that time subject to the filing of 


required documents and notice of issuance thereof; and 


Legal@Mattensmand OpinionvofuBranco Counsely— All legal 


matters incident to the transactions contemplated in 
this Agreement shall be satisfactory to the Company and 
Company Counsel, and the Company shall have received 
the favourable written opinion of Brinco Counsel dated 
the Closing Date satisfactory in scope and substance to 
the Company and Company Counsel with respect to the 


following matters: 


(i) Brinco is a corporation duly incorporated, 
organized and validly subsisting under the laws of 


the Province of Newfoundland and is duly qualified 
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to carry on business in all jurisdictions in which 
it presently carries on business, and has all 
necessary corporate power to own its properties 
and to carry on its business as aforesaid and to 
enter into this Agreement amd the Cassiar Purchase 
Agreement and perform all its respective 


Obligations hereunder and thereunder; 


all necessary corporate action has been taken by 
Brinco to authorize the execution, delivery and 
performance of this Agreement and the Cassiar 
Purchase Agreement each of which agreements has 
been duly executed and delivered by Brinco and 
constitues a valid, binding and legally 
enforceable agreement of Brinco except that the 
enforceability of such agreements may be limited 
by bankruptcy laws or other similar laws generally 
affecting the enforceability of creditors’ rights, 
and except that equitable remedies are only 
available in the discretion of a court of law; 

the Purchased Shares subscribed for by the Company 
under this Agreement have been duly and validly 
created, allotted and issued and registered in the 


name of the Company or its nominee and are 
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Outstanding as fully paid and non-assessable; the 
conditions attaching to the Purchased Shares are 
identical in all respects to the Preferred Shares 
Series C Provisions; and there are no provisions 
of any governing law which would prevent Brinco 
from complying with the Preferred Share Series C 


Provisions; 


(iv) subject to compliance by the Company with Section 
4.02, none of the authorization, execution, 
delivery or performance by Brinco of this 
Agreement and the Cassiar Purchase Agreement 
requires any approval or consent of any 
governmental authority or agency having 
jurisdiction (except such as has already been 
obtained) or conflicts with or is in contravention 
of any of the terms, conditions and provisions of 
(a) the Brinco Constating Documents or (b) any 
agreement or indenture to which Brinco is a party 
or by which it or its properties or assets are or 
may be bound and of which such counsel has 
knowledge after making due inquiry or constitutes 
a default thereunder or results in the creation or 
imposition of any lien, charge or encumbrance of 


any nature whatsoever upon any of the properties 
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Or assets of Brinco pursuant to the terms of any 
such agreement or instrument, or violates any 


provision of law; 


Brinco has duly reserved sufficient Common Shares 
for issue to the persons entitled thereto upon the 
exercise of conversion rights provided for in the 
Preferred Shares Series C Provisions upon the 
conversion basis therein provided in effect at the 
Closing Date and such Common Shares, when so 
issued, will be validly issued and outstanding as 


fully paid and non-assessable; 


the issuance and sale of the Purchased Shares to 
the Company pursuant to this Agreement are exempt 
from the registration and prospectus requirements 
of The Securities Act, 1978 (Ontario), provided 
that, within 10 days after the sale of the 
Purchased Shares to the Company the Company shall 
duly execute and deliver to Brinco Schedule 2 to 
Form 19 under the Regulation to The Securities 
Act, 1978 (Ontario) and Brinco shall file with the 
Ontario Securities Commission a report in respect 
of such trade duly prepared and executed in 


accordance with such Form 19; 
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(vii) the form and terms of the definitive certificates 
representing the Preferred Shares Series C and the 
Common Shares have been approved and adopted by 
the directors of the Company and comply with all 
applicable legal or stock exchange requirements 


relating thereto; and 


(viii) Guaranty Trust Company of Canada, at its principal 
office in the cities of St. John's, Montreal, 
Toronto and Calgary, has been duly appointed the 
transfer agent and registrar for the Preferred 
Shares Series C and The Royal Trust Company, at 
iesmorineiwoa ly Ooflyce, inthe cities of St. John's, 
Montreal, Toronto and Calgary, has been duly 
appointed the transfer agent and registrar for the 


Common Shares. 


In giving such opinion, Brinco Counsel may rely, as to 
any matters affected by the laws of any jurisdiction other than 
the Province of Ontario and other than the laws of Canada of 
general application, upon the opinion of local counsel in any 
such jurisdiction, provided that Brinco Counsel is of the opinion 
that such opinion of local counsel is one upon which the Company, 


Company Counsel and Brinco Counsel may rely. 
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SECTION 5.03 Conditions in Favour of Brinco. The obligation of 


Brinco to issue the Purchased Shares is conditional upon prior 


compliance with each of the following conditions precedent, it 


being agreed that such conditions precedent are for the sole and 


exclusive benefit of Brinco and may be waived by it in whole or 


gnepalLtyeinawhi cane: 


(a) 


(b) 


Accuracy of Representations and Warranties - The 


representations and warranties of the Company set forth 
in Article IV hereof shall be true and correct as of 


the time of closing as if made at such time; and 


Certificates - The Company shall have furnished to 
Brinco a certificate, satisfactory in scope and 
substance to Brinco, dated the Closing Date and signed 
by an officer or officers of the Company satisfactory 
to Brinco certifying that as of the Closing Date the 
representations and warranties of the Company set forth 
in Article IV hereof are true and correct as if made on 


such date of closing. 
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ARTICLE VI 


COVENANTS OF BRINCO 


6.01 Covenants. Brinco covenants and agrees with the 


Company as follows: 


(a) 


(b) 


(c) 


EERA Opinion: =) Brinco will fi) 6, an, application.for. the 
issue of the FIRA Opinion as expeditiously as possible 
and will take all necessary and reasonable steps within 


its power to expedite the issuance of the FIRA Opinion. 


Cassiar Purchase Agneement = Brinco will not release or 


discharge any of the Cassiar Share Vendors from their 
obligations under the Cassiar Purchase Agreement and 
will not consent to any variation in or amendment of 
the Cassiar Purchase Agreement without, in either case, 
the prior written consent of the Company. Brinco will 
acquire the Cassiar Shares pursuant to the Cassiar 
Purchase Agreement not later than the expiry of the 
First Option Period (as defined in the Cassiar Purchase 


Agreement). ~ 


Conversion Basis - Brinco will not take any action 


prior to the Closing Date which will result in a change 


being made or required to be made in the basis of 
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conversion into Common Shares of the Preferred Shares 
Series A or the Preferred Shares Series B and provided 
for in clauses 3(a) and 2(a) of the respective 


conditions attaching to such shares. 


(d) Conduct of Business - Until the Closing Date Brinco 
will carry on its business and affairs in the ordinary 
and normal course, except and to the extent as may be 


consented to in writing by the Company. 


ARTICLE Vit 


GENERAL 


SECTION 7.01 Payment of Expenses. Each party shall pay its 
out-of-pocket expenses in connection with the preparation of this 
Agreement and the fees, expenses and disbursements of its own 
counsel incurred in connection with the preparation of this 
Agreement and all documentation provided for or contemplated 
hereunder, in connection with any amendment or modification 
hereof or thereof or any waiver of any of the provisions hereof 


< 


or thereof. 


SECTION 7.02 Survival. All agreements, representations, 
warranties and covenants of each party made herein, in any 


certificate or other document delivered by it or on its behalf 
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pursuant to the provisions hereof or otherwise with respect to 
this Agreement and the transactions contemplated hereby, are 
material, shall be deemed to have been relied upon by the other 
party notwithstanding any investigation heretofore or hereafter 
Made by such party or its counsel and shall survive the execution 
of this Agreement and the purchase of the Purchased Shares by the 
Company hereunder for a period of twelve (12) months following 


the date of closing. 


SECTION 7.03 Assignment. This Agreement and all agreements and 
instruments delivered to the Company by Brinco pursuant hereto or 
as contemplated hereby shall enure to the benefit of the Company 
and Brinco and their respective successors and assigns but none 
of the foregoing nor the benefit thereof may be assigned by 
Brinco or the Company without the prior written consent of the 
other party. Notwithstanding the foregoing, the Company may 
assign this Agreement and its obligations hereunder to any 
affiliate (as defined in the Canada Business Corporations Act) of 
the Company provided that the Company guarantees to Brinco the 
performance by such affiliate of such obligations. 

SECTION 7.04 Waivers. Either party may waive compliance by the 
other party with any conditions precedent to the allotment and 
purchase of the Purchased Shares or compliance with any other 


term and condition hereof, but no such waiver shall be construed 
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as a waiver of any term or condition other than that specifically 
waived by such party, nor shall any such waiver extend to limit 
the rights of such party to insist upon full compliance with any 


such terms or conditions subsequent to the granting of any such 


waiver. 


SECTION 7.05 Termination. In the event that the Effective Date 
has not occurred on or before the expiry of the First Option 
Period (as defined in the Cassiar Purchase Agreement), the 
Company may, at its option, terminate its obligations hereunder 


by “(written notice to Brinco. 


SECTION 7.06 Notices. All notices or other communications given 
pursuant to this Agreement and (unless otherwise specifically 
provided for in the Preferred Share Series C Provisions) the 
Preferred Share Series C Provisions shall be in writing and, if 
mailed by first class registered mail, shall be deemed to have 
been received three (3) business days after the post-marked date 
thereof and, if telegraphed or telexed, shall be followed 
forthwith by letter and shall be deemed to have been received on 
the third business hour following the dispatch thereof and, if 
delivered by hand, shall be deemed to have been received on the 
third business hour following the delivery thereof. If a party 
to this Agreement wishes to change its address for the purposes 


of this Section 7.06, it shall do so by written notice to each of 
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the other party to this Agreement, which notice shall be mailed, 
telegraphed, telexed or hand delivered in accordance with this 


Section 7.06. 


Notices shall be addressed as follows: 


if to Brinco to: Brinco Limited 
20 King Street West 
Toronto, Ontario 
M5H 1C4 


Attention: The President 


Telex No: 0065-24689 


if to the Company to: Olympia & York Developments 
Limited, 
One First Canadian Place, 
TOrento,) Ontario 
M5X 1B5 


Attention: The Vice-President 


Telex No: 065-24728 


SECTION 7.07 Entire Agreement. This Agreement, including the 
Schedules hereto, constitutes the entire agreement between the 
parties hereto. This -Agreement may not be amended or modified in 


any respect except by written instrument signed by the parties. 
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SECTION 7.08 Announcements. 


385 


Any announcement with respect to 


this Agreement shall be made jointly by the parties hereto. 


IN WITNESS WHEREOF the parties hereto have executed 


this Agreement under the hands of their duly authorized officer 


or officers. 


BRINCO 
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| SCHEDULE A 


BRINCO LIMITED 


OFFICE CONSOLIDATION OF 
MEMORANDUM AND 
ARTICLES OF ASSOCIATION 


JULY, 1980 
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MEMORANDUM OF ASSOCIATION 
OF 
BRINCO LIMITED 
(hereinafter called the “Company”) 


The name of the Company is BRINCO LIMITED. 


The Registered Office of the Company will be situate in Newfoundland in the City of 
St. John’s. 


The objects for which the Company is established are: 


(1) 


(2) 


To explore, investigate, develop and process minerals, natural resources and 
sources of energy and in particular but without limiting the generality of the 
foregoing, to prospect, examine, report on, obtain options on, acquire, own, pos- 
sess, control, build, promote, carry on, manage, operate, improve, turn to account, 
lease, exchange, sell or otherwise dispose of mining, petroleum, timber, energy 
and other industries utilizing such minerals, natural resources and sources of 
energy. 


And without limiting the generality of the foregoing: 


(a) 


(b) 


(c) 


To purchase, take on lease or otherwise acquire, exchange, sell or otherwise 
dispose of petroleum, natural gas and other hydrocarbons, mines, minerals, 
quarries, mining rights, mining lands or any interests therein, mechanical 
contrivances, patent rights or inventions or the rights to make use thereof, 
lands and privileges, including coal, oil and gas lands, and any interest 
therein, mills, smelters, refineries, facilities, plants and relative to the 
aforesaid, manufacturing, refining, producing, processing, generating, com- 
mercial, industrial, mercantile and scientific enterprises, establishments, 
plants and works of all sorts; to treat and manufacture the products of any or 
all natural resources and energy sources into merchantable form, articles and 
things; and to buy, sell and otherwise deal in the products and by-products of 
all such business; 


To carry on all operations by which minerals, natural resources and sources of 
energy may be mined, dug, raised, washed, cradled, smelted, refined, pro- 
cessed, enriched, crushed or treated in any manner; render such minerals, 
natural resources, sources of energy or any product thereof merchantable 
by any means whatsoever; and sell or otherwise dispose thereof; 


To examine, report upon, acquire by purchase, lease, concession, grant, 
exchange or otherwise and hold, manage, control, develop, improve, operate, 
lease, sell and dispose of, rights relating to sources of energy, energy power, 
privileges and appropriations for mining, milling, smelting and refining pur- 
poses and for irrigation, agricultural, manufacturing and other uses and pur- 
poses; and to construct, acquire, own, manage, operate, improve and dispose 
of plants for utilizing and turning to account said rights relating to sources of 
energy and energy power, and for producing, generating, and distributing 
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(3) 


(4) 


(5) 


(6) 


(7) 


(8) 


(9) 


4 


electrical and other power and steam, electricity and gas for heating, lighting 
and other purposes, provided, however, that the production or distribution of 
electrical or other power or force beyond the property of the Company shall 
be subject to local and municipal and provincial laws and regulations in that 
connection; 


(d) To carry on the business of generating and transmitting and selling hydro- 
electric and other power or energy for light, heat, power and other purposes 
and to carry on any business in connection with the harnessing and making 
use of water for the purpose of hydro-electric and hydraulic power; 


(e) To make, construct, purchase, take on lease or otherwise acquire or deal with 
roads, railways, and tramways and bridges, reservoirs, canals, water works, 
electric works, gas works and any other works conducive to the interests of 
the Company. 


To carry on any other business or activity and do anything of any nature which 
may seem to the Company capable of being conveniently carried on by the Com- 
pany, or calculated directly or indirectly to enhance the value of or render more 
profitable any of the Company’s business or property. 


To acquire for any estate or interest and to take options over, construct and 
develop any property, real or personal, or rights of any kind which may appear to. 
be necessary or convenient for any business of the Company including shares and 
other interests in any company the objects of which include the carrying on of any 
business or activity within the objects of the Company. 


To enter into any guarantee, contract of indemnity or suretyship and in particular 
(without prejudice to the generality of the foregoing) to guarantee the payment of 
any principal moneys, premiums, interest and other moneys, secured by or pay- 
able under any obligations or securities and the payment of dividends and 
premiums on, and the repayment of the capital of, stocks and shares of all kinds 
and descriptions. 


To lend money to, or grant or provide credit or financial accommodation to any 
person or company in any case in which such grant or provision is considered 
likely directly or indirectly to further any of the objects of the Company or the in- 
terests of its Members. 


To invest any moneys of the Company not immediately required for the purposes 
of the business of the Company in such investments (other than shares in the 
Company or its holding company, if any) and in such manner as may from time to 
time be determined, and to hold, sell or otherwise deal with such investments. 


To amalgamate with or enter into partnership or any joint purse or profit-sharing 
arrangement with, or to co-operate or participate in any way with, or assist or sub- 
sidize any company or person carrying on or proposing to carry on any business 
within the objects of the Company. 


To borrow and raise money and secure or discharge any debt or obligation of or 
binding on the Company in such manner as may be thought fit, and in particular by 
mortgages of or charges upon the undertaking and all or any of the real and per- 
sonal property (present and future), and the uncalled capital of the Company or by 
the creation and issue of debentures, debenture stock or other obligations or se- 
curities of any description. 
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(10) 


(11) 


(12) 


(13) 


(14) 


(15) 


(16) 


(17) 


(18) 


To sell, exchange, mortgage, let on rent, share of profit, royalty or otherwise, 
grant licences, easements, options, servitudes and other rights over and in any 
other manner deal with or dispose of the undertaking, property, assets, rights and 
effects of the Company or any part thereof for such consideration as may be 
thought fit, and in particular for stocks, shares, debentures or other obligations or 
securities, whether fully or partly paid up, of any other company. 


To give any remuneration or other compensation or reward for services rendered 
or to be rendered in placing or procuring subscription of, or otherwise assisting in 
the issue of, any shares, debentures or other securities of the Company or in or 
about the formation of the Company or the conduct of its business. 


To establish or promote, or concur or participate in establishing or promoting any 
company the establishment or promotion of which shall be considered desirable in 
the interests of the Company and to subscribe for, underwrite, purchase or other- 
wise acquire the shares, stocks and securities of any such company, or of any 
company Carrying on or proposing to carry on any business or activity within the 
objects of the Company. 


To procure the registration or incorporation of the Company in or under the laws 
of any place outside Newfoundland. 


To subscribe or guarantee money for any national, charitable, benevolent, public, 
general or useful object, or for any exhibition, or for any purpose which may be 
considered likely directly or indirectly to further the objects of the Company or the 
interests of its Members. 


To grant pensions or gratuities to any officers or employees or ex-officers or ex- 
employees of the Company, or of its predecessors in business or of its holding 
company or subsidiary companies (if any), or to the relations, connections or de- 
pendents of any such persons, and to establish or support any associations, institu- 
tions, clubs, building and housing schemes, funds and trusts which may be consi- 
dered calculated to benefit any such persons or otherwise advance the interests of 
the Company or of its Members. 


To act as secretaries, managers, registrars or transfer agents for any other com- 
pany. 
To distribute any of the property of the Company among its Members in specie or 
kind. 


To do all or any of the things or matters aforesaid in any part of the world and 
either as principals, agents, contractors, trustees or otherwise and by or through 
trustees, agents or otherwise and either alone or in conjunction with others. 


And it is hereby declared that the word “company” in this clause, except where used in 
reference to the Company, shall be deemed to include any partnership or other body of 
persons, whether incorporated or not incorporated, and whether domiciled in New- 
foundland or elsewhere, and that the objects specified in the different paragraphs of this 
clause shall not, except where the context expressly so requires, be in anyway limited 
or restricted by reference to or inference from the terms of any other paragraph or the 
name of the Company, but may be carried out in as full and ample a manner and shall be 
construed in as wide a sense as if each of the said paragraphs defined the objects of a 
separate, distinct and independent company. 
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4. The liability of the Members is limited. 
5. The share capital of the Company shall consist of: 


(i) 


(ii) 


35,000,000 common shares without nominal or par value (the “Common Shares”); 
and 


10,000,000 preferred shares with a par value of $5.50 each, issuable in series (the 
“Preferred Shares”), of which: 


(a) 2,212,000 shares consist of a series designated as 7% cumulative convertible 
redeemable retractable preferred shares series A (the “Preferred Shares 
Series A”); and 


(b) 2,212,000 shares consist of a series designated as convertible redeemable 
retractable preferred shares series B (the “Preferred Shares Series B”). 


The rights, preferences, privileges, restrictions and conditions attaching to the 
Common Shares, the Preferred Shares, as a class, and the Preferred Shares Series 
A and the Preferred Shares Series B, as the first two series of the Preferred 
Shares, are as set forth in the Appendix attached hereto and forming part of this 
Memorandum of Association. 


The Company shall have the power, from time to time, to increase or reduce its 
capital and to divide the original or any increased capital into several classes, and 
to attach thereto any preferential, deferred, qualified or other special rights, 
privileges, restrictions or conditions. 
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A. Preferred Shares 


Appendix 
to 
Memorandum of Association 
of 
Brinco Limited 


The Preferred Shares shall as a class have attached thereto the following terms and 


conditions (collectively the “Preferred Shares Class Provisions”): 


Interpretation 


is 


(a) The following words and phrases wherever used in these Preferred Shares Class 
Provisions shall have the following meanings, unless there be something in the 
context inconsistent therewith: 


“Act” means The Companies Act, Revised Statutes of Newfoundland 1970, 
Chapter 54, as the same may be from time to time amended, re-enacted or 
replaced. 


“Common Shares” means the common shares without nominal or par value of the 
Company. 


“directors” means the board of directors of the Company for the time being and 
reference without more to action by the directors shall mean action by the 
directors as a board or by any authorized committee thereof. 


“Junior Shares” means the Common Shares and any other class of shares of the 
Company which ranks after or is subordinated to the Preferred Shares as to 
payment of dividends and/or as to return of capital. 


(b) Words importing the singular number only shall include the plural and vice versa 
and words importing the masculine gender shall include the feminine gender and 
vice versa and words importing persons shall include firms, associations and corpo- 
rations and vice versa. 


Issue in Series 


2" 


The Preferred Shares may at any time and from time to time be issued in one or more 
series, each series to consist of such number of shares as may, before issuance thereof, 
be determined by the directors. 


Directors’ Determination of Terms and Conditions Attaching to the Preferred Shares 


3. 


The directors may from time to time by resolution fix before issuance the designation, 
rights, privileges, preferences, restrictions and conditions to attach to the Preferred 
Shares of each series including, without limiting or restricting the generality of the 
foregoing, preferential dividends (if any), the rate, amount or method of calculation of 
such dividends, whether cumulative, non-cumulative or partially cumulative, the curren- 
cy or currencies of payment and the date or dates and places of payment thereof; the 
restrictions, if any, respecting payment of dividends on any Junior Shares; the rights of 
the Company, if any, to redeem any Preferred Shares of such series, the consideration 
for and terms and conditions of any such redemption and the restrictions, if any, upon 
reissue of any Preferred Shares of such series so redeemed; the terms and conditions of 
any redemption fund or sinking fund or similar fund providing for the redemption of Pre- 
ferred Shares of such series; the rights of retraction, if any, vested in the holders of 
Preferred Shares of such series and the prices and other terms and conditions of any 
rights of retraction; voting rights (if any); conversion or exchange rights (if any) into other 
shares or securities of the Company and the terms and conditions of any other provisions 
attaching to the Preferred Shares of such series. 
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Rateable Participation in Respect of Cumulative Dividends and Return of Capital 


4. When any fixed cumulative dividends or amounts payable on a return of capital are not 
paid in full, the cumulative Preferred Shares of all series shall participate rateably with 
all shares if any, ranking on a parity with the Preferred Shares with respect to payment 
of dividends, in respect of such dividends (but only to the extent of and in those cases 
where a series of. Preferred Shares bears cumulative preferential dividends) including 
accumulated dividends, if any, in accordance with the sums which would be payable on 
the cumulative Preferred Shares and such other shares if all such dividends were de- 
clared and to be paid in full, and Preferred Shares shall participate equally and rateably 
with all shares, if any, ranking on a parity with the Preferred Shares with respect to 
return of capital in respect of any return of capital in accordance with the sums which 
would be payable on the Preferred Shares and such other shares on such return of 


capital if all sums so payable were paid in full in accordance with their terms. 


Preferences 


5. The Preferred Shares shall, with respect to the payment of accumulated dividends, be 
entitled to preference over Junior Shares ranking junior to the Preferred Shares as to 
payment of dividends, and, with respect to the distribution of assets in the event of the 
liquidation, dissolution or winding-up of the Company or other distribution of assets of 
the Company, among shareholders for the purpose of winding-up its affairs, whether | 
voluntary or involuntary, be entitled to preference over the Junior Shares ranking junior 
to the Preferred Shares as to return of capital. Subject as aforesaid and to clause 6 of 
these Preferred Shares Class Provisions, the Preferred Shares may also be given such 
other preferences over the Junior Shares as may be determined in the case of each 


series of Preferred Shares authorized to be issued. 


Parity 


6. The Preferred Shares of each series shall rank on a parity with the Preferred Shares of 
every other series with respect to the payment of dividends (but only to the extent of and 
in those cases where a series of Preferred Shares bears dividends) and in the distribution 
of assets of the Company among shareholders for the purpose of winding-up its affairs, 
whether voluntary or involuntary; provided, however, that in case such assets are insuf- 
ficient to pay in full the amount due on all the Preferred Shares then outstanding, then 
such assets shall be applied firstly, to the payment equally and rateably of an amount 
equal to the capital paid up on the Preferred Shares of each series and the premium 
thereon, if any, secondly, pro rata to the payment of accrued and unpaid cumulative 
dividends (if any) and thirdly, pro rata, to the payment of declared and unpaid non- 
cumulative dividends (if any), as the case may be, in accordance with the provisions of 


clause 5 of these Preferred Shares Class Provisions mutatis mutandis. 


Creation and Issue of Additional Preferred Shares 


7. Nothing herein contained shall require or be deemed to require any sanction from the 
holders of the Preferred Shares or any of them for the creation of additional preferred 
shares (other than preferred shares which by their terms rank prior to the Preferred 


Shares in any respect), provided: 


(a) that the conditions, if any, set forth in any resolution of the directors with respect to 


any series of the Preferred Shares shall have been complied with; and 


(b) that the Company may not, without the sanction of the holders of the Preferred 
Shares given as hereinafter specified, cause any such additional preferred shares to 
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rank prior to the Preferred Shares in any respect or, unless such additional pre- 
ferred shares shall be Preferred Shares, to rank on a parity with the Preferred 
Shares in all respects, 


and it is a term of the issue of any of the Preferred Shares that the holders thereof 
consent to the creation of any such additional preferred shares. 


No Pre-Emptive Right 
8. The holders of the Preferred Shares shall not as such be entitled as of right to subscribe 


for or purchase or receive any part of any issue of shares or other securities of the Com- 
pany now or hereafter authorized otherwise than in accordance with the conversion, 
exchange or other rights if any, which may from time to time attach to any series of the 
Preferred Shares. 


Redemption 


9. 


Subject to the provisions of the Act and to the provisions relating to the Preferred 
Shares of any series, the Company may, upon giving notice as hereinafter provided, 
redeem at any time the whole or from time to time any part of the then outstanding Pre- 
ferred Shares of any series on payment for each share to be redeemed of the par value 
thereof together with (i) such premium (if any) determined for that purpose in respect of 
such series plus, (ii) in the case of cumulative Preferred Shares, an amount equal to all 
unpaid cumulative dividends (which for such purpose shall be calculated as if such 
dividends were accruing from day to day for the period from the expiration of the last 
period for which dividends have been paid up to and including the date of such redemp- 
tion), and (iii) in the case of non-cumulative Preferred Shares, all declared and unpaid 
non-cumulative dividends. In case the Company desires to redeem part only of the Pre- 
ferred Shares of any series, the shares of such series to be redeemed shall be selected 
by lot in such manner as the directors may determine or, if the directors so determine, 
may be redeemed pro rata disregarding fractions. 


Procedure on Redemption 


10. In any case of redemption of Preferred Shares of any series under the provisions of 


clause 9 of these Preferred Shares Class Provisions, the Company shall, at least thirty 
(30) days before the date specified for redemption, mail to each person who at the date 
of mailing is a registered holder of Preferred Shares of such series to be redeemed a 
notice in writing of the intention of the Company to redeem such last-mentioned shares. 
Such notice shall be mailed in an envelope, postage prepaid, addressed to each such 
shareholder at his address as it appears on the books of the Company or in the event of 
the address of any such shareholder not so appearing then to the last known address of 
such shareholder; provided, however, that accidental failure or omission to give any such 
notice to one (1) or more of such holders shall not affect the validity of such redemption. 
Such notice shall set out the redemption price and the date on which redemption is to 
take place and if part only of the Preferred Shares of such series held by the person to 
whom it is addressed is to be redeemed the number thereof so to be redeemed. On or 
after the date so specified for redemption the Company shall pay or cause to be paid to 
or to the order of the registered holders of the Preferred Shares of such series to be 
redeemed the redemption price thereof on presentation and surrender, at the registered 
office of the Company or any other place within Canada designated in such notice, of the 
certificates representing the Preferred Shares of such series so called for redemption. 
Such payment shall be made by cheques payable at par at any branch of the Company’s 
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bankers for the time being in Canada. If a part only of the Preferred Shares of such 
series represented by any certificate shall be redeemed, a new certificate for the balance 
Shall be issued at the expense of the Company. From and after the date specified for 
redemption in any such notice the Preferred Shares of such series called for redemption 
shall cease to be entitled to dividends and the holders thereof shall not be entitled to 
exercise any of the rights of shareholders in respect thereof unless payment of the 
redemption price shall not be made upon presentation of certificates in accordance with 
the foregoing provisions, in which case the rights of the holders shall remain unaffected. 
The Company may include in any such notice a statement that the moneys required for 
the payment of the redemption price have been deposited or will be deposited on or be- 
fore the opening of business on the date specified for redemption or a specified date prior 
to such date with a specified chartered bank or a specified trust company in Canada in 
trust for the respective holders of such shares to be paid to them respectively upon sur- 
render to such bank or trust company of the certificate or certificates representing same, 
or that the Company has set aside such moneys or will be setting aside such moneys on 
or before the opening of business on the date specified for redemption or a specified date 
prior to such date in trust for the respective holders of such shares to be paid to them 
respectively upon surrender to the Company of the certificate or certificates represent- 
ing the same and upon (i) the giving of such notice, and (ii) such deposit being made or 
such moneys being set aside, whichever is the later, such shares shall be deemed to be 
redeemed and all rights of the holders of such shares as against the Company shall be 
limited to receiving the amount so deposited or set aside without interest and such hold- 
ers shall cease to be entitled to dividends or any other participation in the assets of the 
Company and shall not be entitled to exercise any other rights as holders of the Pre- 
ferred Shares so redeemed. 


Amendments 


11. The provisions of clauses 1 to 12, inclusive hereof, or any of them, may be repealed, 
altered, modified, amended or amplified only with the sanction of the holders of the 
Preferred Shares given as hereinafter specified in addition to any other approval required 
by the Act. 


Sanction by Holders of Preferred Shares 


12. The sanction of holders of the Preferred Shares or of any series of the Preferred Shares 
as to any and all matters referred to herein or as to any change adversely affecting the 
rights or privileges of the Preferred Shares or of such series may, subject to the provi- 
sions (if any) applicable to such series, be given by resolution passed at a meeting of 
such holders duly called for such purpose and held upon at least twenty-one (21) days’ 
notice at which the holders of at least a majority of the outstanding Preferred Shares or 
Preferred Shares of such series, as the case may be, are present or represented by proxy 
and carried by the affirmative vote of the holders of not less than sixty-six and two-thirds 
per cent (662/3%) of the Preferred Shares or Preferred Shares of such series, as the case 
may be, represented and voted at such meeting cast on a poll. If at any such meeting the 
holders of a majority of the outstanding Preferred Shares or Preferred Shares of such 
series, as the case may be, are not present or represented by proxy within half an hour 
after the time appointed for the meeting then the meeting shall be adjourned to such 
date being not less than fourteen (14) days later and to such time and place as may be 
appointed by the chairman and at least ten (10) days’ notice shall be given of such ad- 
journed meeting but it shall not be necessary in such notice to specify the purpose 
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for which the meeting was originally called. At such adjourned meeting the holders of 
Preferred Shares or Preferred Shares of such series, as the case may be, present or rep- 
resented by proxy shall constitute a quorum and may transact the business for which the 
meeting was originally convened and a resolution passed thereat by the affirmative vote 
of the holders of not less than sixty-six and two-thirds per cent (662/;%) of the Preferred 
Shares or Preferred Shares of such series, as the case may be, represented and voted at 
such adjourned meeting cast on a poll shall constitute the sanction of the holders of 
Preferred Shares or Preferred Shares of such series referred to in this clause 12. The 
formalities to be observed with respect to the giving of notice of any such meeting or 
adjourned meeting and the conduct thereof shall be those which may from time to time 
be prescribed in the Memorandum or Articles of Association of the Company with res- 
pect to meetings of shareholders. On every poll taken at every such meeting or ad- 
journed meeting every holder of Preferred Shares shall be entitled to one (1) vote in 
respect of each Preferred Share held. 


B. Preferred Shares Series A 


The Preferred Shares Series A, in addition to the rights, privileges, preferences, condi- 
tions and restrictions attached to the Preferred Shares as a class, shall have attached 
thereto the following rights, privileges, preferences, conditions and restrictions (collectively 
the “Preferred Shares Series A Series Provisions”): 


Interpretation 


1. (a) The following words and phrases whenever used in these Preferred Shares Series A 
Series Provisions shall have the following meanings, unless there be something in 
the context inconsistent therewith: 


“Additional Equity Shares” means any Equity Shares issued after May 1, 1979 
(including Class A Shares) other than (a) Common Shares issued upon conver- 
sions of Preferred Shares Series A or Preferred Shares Series B; (b) Equity 
Shares issued upon exercise of stock options heretofore or hereafter granted to 
officers or employees of the Company or of any subsidiary or of any affiliate 
designated as such by the directors; and (c) Equity Shares issued to any such 
officers or employees or to a trustee on their behalf pursuant to any stock pur- 
chase or analogous plan; provided that a subdivision or consolidation of Equity 
Shares or a reclassification or change of Equity Shares shall not constitute an 
issue of Additional Equity Shares. 


“Adjusted Consolidated Net Earnings Available for Dividends” means all the 
gross earnings and income of the Company and all its subsidiaries (if any) from 
all sources, less all administrative, selling and operating charges and expenses 
(except such charges and expenses as are chargeable to capital account in ac- 
cordance with generally accepted accounting principles) of every character of 
the Company and all its subsidiaries (excluding extraordinary gains or losses on 
the disposal of investments and fixed assets) arrived at on a consolidated basis in 
accordance with generally accepted accounting principles; if, at the time of 
determining Adjusted Consolidated Net Earnings Available for Dividends for any 
past period in connection with a proposed issue of Preferred Shares or any other 
shares ranking in priority to or on a parity with the Preferred Shares Series A, 
the Company or any subsidiary has acquired, is in the process of acquiring, or 
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proposes to acquire, any property or any shares of any other company (sufficient 
with any shares of such company already owned by the Company or a subsidiary 
to result in such other company becoming a subsidiary) and if the net proceeds 
of the then proposed issue of shares are to be applied directly or indirectly to- 
wards the cost of or in reimbursement of the cost of the acquisition of such 
property or shares (as to all of which a resolution of the board of directors shall 
be conclusive and binding) then the net earnings or net losses of such property 
or such other company (calculated in accordance with the provisions herein con- 
tained respecting Adjusted Consolidated Net Earnings Available for Dividends) 
for the whole of the period for which Adjusted Consolidated Net Earnings Avail- 
able for Dividends are to be computed shall, if in the opinion_of the Company's 
auditors the Company has access to data sufficient to enable such auditors to 
determine such net earnings or net losses, be treated as net earnings or net los- 
ses, as the case may be, in the computation of Adjusted Consolidated Net 
Earnings Available for Dividends. As at the time of determining Adjusted Con- 
solidated Net Earnings Available for Dividends for any past period in connection 
with a proposed issue of shares and if the net proceeds of the then proposed is- 
sue of shares are to be applied in whole or in part to repay indebtedness of the 
Company or any subsidiary then the interest paid by the Company or the sub- 
sidiary, as the case may be, during the period of time in question with respect to 
the indebtedness to be repaid shall not be deducted as an expense in the compu- 
tation of Adjusted Consolidated Net Earnings Available for Dividends and taxes 
paid or payable shall be appropriately adjusted. 


“Amalgamation” means the amalgamation of Conuco Limited, Caballero Explora- 
tion Ltd., Canada 91639 Limited and Exalta Petroleums Ltd. pursuant to the 
terms of a Merger and Amalgamation Agreement made as of the 13th day of 
June, 1979 between the Company and the foregoing companies. 


“business day” shall be a day other than a Saturday, a Sunday or any other day 
that is treated as a holiday in the municipality where the Company’s principal 
office in Canada is situated. 


“Class A Shares” means the Common Shares held by the Company and which 
are not outstanding and which have been designated by legislation of the Prov- 
ince of Newfoundland as Class A Shares of the Company for so long as such 
shares are held by the Company and are not outstanding. 


“close of business” means the normal closing hour of the principal office in the 
City of Toronto of the transfer agent for the Preferred Shares Series A. 


“Conversion Basis” at any time means the number of Common Shares into which 
one (1) Preferred Share Series A shall be convertible at such time in accordance 
with the provisions of clause 3 hereof. 


“Effective Date of the Amalgamation” means the date of issuance of the Certif- 
icate of Amalgamation by the Registrar of Companies under and pursuant to The 
Companies Act (Alberta) in respect of the Amalgamation. 


“Equity Shares” means the Common Shares as said shares were constituted on 
May 1, 1979 and shares of any other class or other securities, as the case may 
be, resulting from the re-classification of such Common Shares as provided in 
clause 3 hereof. 


“Equivalent Conversion Price” at any time means the quotient obtained by 
dividing the sum of $5.50 by the Conversion Basis in effect at such time. 
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“Market Price”: 


(i) of the Common Shares at any date, means the weighted average of the 
closing board lot trading prices per share of the Common Shares on The 
Toronto Stock Exchange (or, if the Common Shares are not listed on The 
Toronto Stock Exchange, on such stock exchange on which such shares are 
listed as may be selected for the purpose by the directors) during the twenty 
(20) most recent trading days on which there have been board lot trades 
immediately prior to the fourth (4th) day preceding such date. In the event 
that the Common Shares are not listed on any stock exchange, the Market 
Price of the Common Shares shall be determined by the directors; and 


(ii) of the Preferred Shares Series A for the purposes of clause 6 hereof, means 
the weighted average as at the last day of any fiscal year of the Company of 
the closing board lot trading prices per share of the Preferred Share Series 
A on The Toronto Stock Exchange (or, if the Preferred Shares Series A are 
not listed on The Toronto Stock Exchange, on such stock exchange on 
which such shares are listed as may be selected for the purpose by the 
directors) during those trading days during the last completed fiscal year of 
the Company on which there have been board lot trades. In the event that 
the Preferred Shares Series A are not listed on any stock exchange, the 
Market Price of the Preferred Shares Series A shall be determined by the 
directors. 


“Preferred Shares Series B” means the convertible retractable preferred 
shares series B with a par value of $5.50 each of the Company, being the second 
series of Preferred Shares. 


“Shareholders’ Equity” means at any given time an amount equal to the aggre- 
gate of retained earnings or deficit and contributed surplus of the Company and 
its subsidiaries and the amount paid-up on issued and outstanding Preferred 
Shares, shares of the Company ranking on a parity with or junior to the Pre- 
ferred Shares and Common Shares of Company, arrived at on a consolidated 
basis in accordance with generally accepted accounting principles. 


“subsidiary company” or “subsidiary” means any corporation or company of 
which more than fifty per cent (50%) of the outstanding shares carrying voting 
rights at all times (provided that the ownership of such shares confers the right 
at all times to elect at least a majority of the board of directors of such corpora- 
tion or company) are for the time being owned by or held for the Company and/ 
or any other corporation or company in like relation to the Company and in- 
cludes any corporation or company in like relation to a subsidiary and, in addi- 
tion, means any other corporation or company the revenue and expense ac- 
counts of which may, from time to time, be consolidated by the Company in the 
revenue and-expense accounts forming part of annual financial statements of the 
Company in accordance with generally accepted accounting principles. 


(b) Clause 1 of the Preferred Shares Class Provisions entitled “Interpretation” is incor- 


(c) 


porated herein. 


In the event that any date on which any dividends on the Preferred Shares Series A 
are payable by the Company, or on or by which any other action is required to be 
taken by the Company under these Preferred Shares Series A Series Provisions is 
not a business day, then such dividend shall be payable, or such other action shall 
be required to be taken, on or by the next succeeding day which is a business day. 
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Dividends 
2. 


U 


The holders of the Preferred Shares Series A shall be entitled to receive, and the Com- 
pany shall pay thereon, as and when declared by the directors out of the moneys of the 
Company properly applicable to the payment of dividends, fixed cumulative preferential 
cash dividends at the rate of 7% per annum on the amounts from time to time paid up 
thereon, payable quarterly on the last day of March, June, September and December in 
each year. The initial dividend, if declared, will be payable on December 31, 1979. If on 
any dividend payment date the dividend payable on such date is not paid in full on all of 
the Preferred Shares Series A then issued and outstanding, such dividend or the unpaid 
part thereof shall be paid on a subsequent date or dates to be determined by the direc- 
tors on which the Company shall have sufficient moneys properly applicable, under the 
provisions of any applicable law, to the payment of same. Fixed cumulative preferential 
cash dividends on the Preferred Shares Series A shall accrue from the Effective Date of 
the Amalgamation. The holders of the Preferred Shares Series A shall not be entitled to 
any dividend other than or in excess of the cumulative preferential cash dividends 
hereinbefore provided. Cheques of the Company payable in lawful money of Canada at 
par at any branch of the Company’s bankers for the time being in Canada shall be issued 
in respect of the said dividends (less any tax required to be deducted) and payment 
thereof shall satisfy such dividends. 


Conversion 


3: 


(a) Right of Conversion. The holders of the Preferred Shares Series A shall have the 
right, at any time and from time to time, up to the close of business on the Retrac- 
tion Date (as defined in clause 4 of these Preferred Shares Series A Series Provi- 
sions), subject as hereinafter provided and to any adjustment to the Conversion 
Basis as hereinafter provided, to convert all or any of their Preferred Shares Series 
A into Common Shares, on the basis of 0.55 of a Common Share for each Preferred 
Share Series A converted. The Company shall send a notice to each holder of Pre- 
ferred Shares Series A not earlier than one hundred and sixty (160) days and not 
later than sixty (60) days prior to the Retraction Date advising such holder of the 
expiration of the right of conversion. Such notice shall be sent in the manner 
provided for in clause 10 of the Preferred Share Class Provisions. 


(b) Conversion Procedure. The conversion right herein provided for may be exercised by 
notice in writing given to the transfer agent for the time being of the Company for 
the Preferred Shares Series A at its principal office in the City of Toronto, or at any 
other city or cities as the Company may from time to time designate, accompanied by 
the certificate or certificates representing the Preferred Shares Series A in respect 
of which the holder thereof desires to exercise such right of conversion. Such notice 
shall be signed by such holder or his duly authorized attorney and shall specify the 
number of Preferred Shares Series A which the holder desires to have converted. 
The certificate or certificates for such shares need not be endorsed, except in the 
circumstances hereinafter contemplated, and the certificates for Common Shares 
resulting from conversion shall be issued in the name of the registered holder of the 
Preferred Shares Series A converted or in such name or names as such registered 
holder may direct in writing (either in the notice referred to above or otherwise), 
provided that such registered holder shall pay any applicable security transfer taxes. 
If the certificates for Common Shares resulting from conversion are to be issued in a 
name other than that of the registered holder of the Preferred Shares Series A, the 
transfer form on the back of the certificate(s) representing such Preferred Shares 
Series A shall be endorsed by the registered holder thereof or his duly authorized 
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(e) 


attorney, with signature guaranteed in a manner satisfactory to the Company’s 
transfer agent for the Preferred Shares Series A. If less than all the Preferred 
Shares Series A represented by any certificate or certificates accompanying any 
such notice are to be converted, the holder shall be entitled to receive, at the ex- 
pense of the Company, a new certificate representing the Preferred Shares Series A 
comprised in the certificate or certificates surrendered as aforesaid which are not to 
be converted. 


Effect of Redemption. In the case of any Preferred Shares Series A which may be 
called for redemption, the right of conversion thereof shall, notwithstanding anything 
herein contained, cease and terminate at the close of business on the business day 
immediately preceding the date fixed for redemption, provided, however, that if the 
Company shall fail to redeem such Preferred Shares Series A in accordance with the 
notice of redemption the right of conversion shall thereupon be restored. 


Effective Date of Conversion. Subject as hereinafter provided in this clause 3, Pre- 
ferred Shares Series A shall be deemed to have been converted into Common Shares 
on the respective dates of surrender of certificates representing the Preferred 
Shares Series A to be converted accompanied by notice in writing as provided in 
subclause 3(b) hereof, notwithstanding any delay in the delivery of certificates 
representing the Common Shares into which such Preferred Shares Series A have 
been converted. 


Adjustment of Conversion Basis. 


(i) If the Company shall declare a dividend or make a distribution on its outstanding 
Common Shares payable in Common Shares, or shall subdivide its outstanding 
Common Shares into a greater number of shares, or shall consolidate its out- 
standing Common Shares into a smaller number of shares (any such event being 
herein called a “Common Share Reorganization”) then the Conversion Basis shall 
be proportionately adjusted immediately after the record date at which the hold- 
ers of Common Shares are determined for purposes of the Common Share Reor- 
ganization and any holder of Preferred Shares Series A who has not exercised 
his right of conversion prior to the effective date of such Common Share Reor- 
ganization shall be entitled to receive and shall accept, upon the exercise of 
such right at any time on such effective date or thereafter, in lieu of the number 
of Common Shares to which he was theretofore entitled upon conversion, the 
aggregate number of Common Shares of the Company that such holder would 
have been entitled to receive as a result of such Common Share Reorganization 
if, on the effective date thereof, he had been the registered holder of the number 
of Common Shares to which he was theretofore entitled upon conversion. 


(ii) If there is a capital reorganization of the Company not covered by subclause 
3(e)(i) hereof or a consolidation or merger or amalgamation of the Company with 
or into any other company including by way of a sale whereby all or substan- 
tially all of the Company’s undertaking and assets would become the property of 
any other company (any of which is herein called a “Capital Reorganization”), 
any holder of Preferred Shares Series A who has not exercised his right of con- 
version prior to the effective date of such Capital Reorganization shall be enti- 
tled to receive and shall accept, upon the exercise of such right at any time on 
the effective date or thereafter, in lieu of the number of Common Shares to 
which he was theretofore entitled upon conversion, the aggregate number of 
shares or other securities or property of the Company or of the company result- 
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(iii) 


ing from or purchasing under the Capital Reorganization, that such holder would 
have been entitled to receive as a result of such Capital Reorganization if, on the 
effective date thereof, he had been the registered holder of the number of Com- 
mon Shares to which he was theretofore entitled upon conversion; provided that 
no such Capital Reorganization shall be carried into effect unless, in the opinion 
of the directors, all necessary steps shall have been taken to ensure that the 
holders of the Preferred Shares Series A shall thereafter be entitled to receive 
such number of shares or other securities or property of the Company or of the 
company resulting from or purchasing under the Capital Reorganization, subject 
to adjustment thereafter in accordance with provisions similar, as nearly as may 
be, to those contained in this clause 3. : 


If the Company shall issue options, rights or warrants to holders of its out- 
standing Common Shares under which such holders are entitled to subscribe for 
or purchase Additional Equity Shares at a subscription or purchase price per 
share less than the Market Price in effect on the record date for such issue (any 
such event being herein called a “Rights Offering”), then the Conversion Basis 
shall be adjusted immediately after the record date at which the holders of 
Common Shares are determined for the purpose of the Rights Offering by divid- 
ing into $5.50 the adjusted Equivalent Conversion Price determined by multi- 
plying the Equivalent Conversion Price in effect on such record date by a frac- 
tion, of which the numerator shall be the total number of Common Shares out- 
standing on such record date plus a number determined by dividing the aggre- 
gate subscription price of the total number of Additional Equity Shares offered 
for subscription or purchase under the Rights Offering by the Market Price on 
such record date and of which the denominator shall be the total number of 


-Common Shares outstanding on such record date plus the total number of Addi- 


tional Equity Shares offered for subscription or purchase. The resulting quo- 
tient, adjusted to the nearest 1/100th, shall thereafter be the Conversion Basis 
until further adjusted as provided in this clause 3. If at the date of expiry of the 
options, rights or warrants less than all of them have been exercised so that less 
than all of the Equity Shares issuable with respect thereto have been issued, 
then the Conversion Basis shall be re-adjusted immediately after the date of ex- 
piry to the Conversion Basis which would have been in effect on such date of 
expiry if the only options, rights or warrants issued had been those that were 
exercised. 


(iv) If the Company shall at any time or from time to time in any manner issue or sell 


any shares or securities convertible into or exchangeable for Common Shares 
(such convertible or exchangeable shares or securities being herein called “Con- 
vertible Securities”), whether or not the rights to exchange or convert the same 
are immediately exercisable, and the price per share for which Common Shares 
are issuable upon such conversion or exchange (determined by dividing (a) the 
total amount received or receivable by the Company as consideration for the is- 
sue of such Convertible Securities plus the minimum aggregate amount of addi- 
tional consideration, if any, payable to the Company upon the conversion or 
exchange of all such Convertible Securities, by (b) the total maximum number of 
Common Shares issuable upon the conversion or exchange of all such Converti- 
ble Securities) shall be less than the Market Price in effect immediately prior to 
the time of such issue or sale of Convertible Securities (any such event being 
herein called an “Issue of Convertible Securities”), then the Conversion Basis 
shall be adjusted immediately after such issue or sale by dividing into $5.50 the 
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(v) 


adjusted Equivalent Conversion Price determined by multiplying the Equivalent 
Conversion Price in effect at such time by a fraction, of which the numerator 
shall be the total number of Common Shares outstanding at such date plus a 
number determined by dividing the aggregate issue or sale price of the total 
number of Common Shares issuable upon the conversion or exchange of all such 
Convertible Securities by the Market Price on the date of such issue or sale and 
of which the denominator shall be the total number of Common Shares out- 
standing on the date of such issue or sale plus the total number of Common 
Shares issuable upon such conversion or exchange. The resulting quotient, ad- 
justed to the nearest 1/100th, shall thereafter be the Conversion Basis until fur- 
ther adjusted as provided in this clause 3. If, at the date of expiry of any conver- 
sion or exchange rights of or appertaining to any Convertible Securities, less 
than all of the Convertible Securities have been converted or exchanged so that 
less than all of the Common Shares issuable with respect thereto have been is- 
sued, then the Conversion Basis shall be re-adjusted immediately after such 
date of expiry to the Conversion Basis which would have been in effect on such 
date of expiry if the only Convertible Securities issued or sold had been those 
that were converted or exchanged. For the purposes of this subclause 3(e)(iv), 
Convertible Securities shall be deemed to be issued on the date on which the 
Company enters into an enforceable agreement to issue such Convertible Secur- 
ities. 

If the Company shall at any time or from time to time issue or sell Additional 
Equity Shares, other than pursuant to the exercise of a conversion or exchange 
right attaching to a Convertible Security, at a price per share less than the Mar- 
ket Price in effect on the date of such issue or sale and such issue or sale does 
not constitute a Common Share Reorganization, a Capital Reorganization or a 
Rights Offering (any such event being herein called a “New Issue”), then the 
Conversion Basis shall be adjusted immediately after the date of such issue or 
sale by dividing into $5.50 the adjusted Equivalent Conversion Price determined 
by multiplying the Equivalent Conversion Price in effect on the date of issue or 
sale by a fraction, of which the numerator shall be the total number of Common 
Shares outstanding on the date of issue or sale plus a number determined by 
dividing the aggregate of the subscription price of the total number of Additional 
Equity Shares so issued or sold by the Market Price on the date of issue or sale 
and of which the denominator shall be the total number of Common Shares out- 
standing on the date of such issue or sale plus the total number of Additional 
Equity Shares issued or sold. The resulting quotient, adjusted to the nearest 
1/100th, shall thereafter be the Conversion Basis until further adjusted as 
provided in this clause 3. For the purposes of this subclause 3(e)(v), Additional 
Equity Shares shall be deemed to be issued on the date on which the Company 
enters into an enforceable agreement to issue such Additional Equity Shares. 


(vi) If the Company shall issue or distribute to the holders of its outstanding Com- 


mon Shares, shares of any class other than Common Shares, or options, rights or 
warrants, or evidences of indebtedness or any other assets (apart from cash) and 
such issuance or distribution does not constitute a Common Share Reorganiza- 
tion, a Capital Reorganization, a Rights Offering, an Issue of Convertible Secu- 
rities or a New Issue (any such event being herein called a “Special Distribu- 
tion”), then the Conversion Basis shall be adjusted immediately after the record 
date at which the holders of Common Shares are determined for purposes of the 
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(f) 


Special Distribution by dividing into $5.50 the adjusted Equivalent Conversion 
Price determined by multiplying the Equivalent Conversion Price in effect on the 
record date by a fraction, of which the numerator shall be a number determined 
by multiplying the total number of Common Shares outstanding on such record 
date by the Market Price on such date and deducting from the amount so ob- 
tained the aggregate fair market value, as determined by the directors, of the 
shares, options, rights, warrants, evidences of indebtedness or other assets 
distributed in the Special Distribution and of which the denominator shall be the 
total number of Common Shares outstanding on such record date multiplied by 
the Market Price on such record date (provided that no such adjustment shall 
be made if the result of such adjustment would be to decrease the Conversion 
Basis in effect immediately before such record date). The resulting quotient, 
adjusted to the nearest 1/100th, shall thereafter be the Conversion Basis until 
further adjusted as provided in this clause 3. 


(vii) if any re-classification or other change shall be made in the outstanding Com- 


mon Shares, which re-classification or other change does not constitute a Com- 
mon Share Reorganization or a Capital Reorganization, then the Conversion 
Basis shall be adjusted in such manner as the auditors of the Company deter- 
mine to be appropriate. 


Conversion Adjustment Rules. The following rules and procedures shall be applicable 
to Conversion Basis adjustments made pursuant to subclause 3(e) hereof: 


(i) 


(ii) 


any Common Shares (which for all purposes of this subsection (i) shall include 
Class A Shares) owned by or held for the account of the Company shall be 
deemed not to be outstanding but, for the purposes of this subsection (i), any 
Common Shares owned by a pension plan for employees of the Company or its- 
subsidiaries shall not be considered to be owned by or held for the account of 
the Company; 


in the case of any issue by the Company of Additional Equity Shares for cash, 
the consideration received by the Company therefor shall be deemed to be the 
amount of cash received by the Company for such Additional Equity Shares be- 
fore deducting therefrom the amount of any commission, discount or other ex- 
penses which have been paid or incurred by the Company for any underwriting 
of, or otherwise in connection with, the issuance or sale of such Additional Equi- 
ty Shares; 


(iii) if the purchase price provided for in any Rights Offering referred to in subclause 


3(eXiii) is decreased, or the rate at which any Convertible Securities referred to 
in subclause 3(e)(iv) are convertible into or exchangeable for Common Shares is 
increased, the Conversion Basis shall forthwith be changed so as to increase the 
Conversion Basis to such Conversion Basis as would have obtained had the ad- 
justment made upon the issuance of such Rights Offering or Convertible Secu- 
rities been made upon the basis of such purchase price as so decreased or such 
rate as so increased, provided that the provisions of this subsection (iii) shall not 
apply to any such increase or decrease resulting from provisions in any such 
Rights Offering or Convertible Securities designed to prevent dilution if such 
increase or decrease shall not have been proportionately greater than the 
increase, if any, in the Conversion Basis to be made at the same time pursuant 
to the provisions of this clause 3; 
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(g) 


(h) 


(iv) no adjustment in the Conversion Basis shall be required unless a decrease of at 
least one per cent (1%) in the prevailing Equivalent Conversion Price would 
result, provided, however, that any adjustment which, except for the provisions 
of this subsection (iv) would otherwise have been required to be made, shall be 
carried forward and taken into account in any subsequent adjustment; 


(v) if any question shall at any time arise with respect to adjustments in the Con- 
version Basis, such question shall be conclusively determined by the auditors of 
the Company and any such determination shall be binding upon the Company 
and all transfer agents and all shareholders of the Company; 


(vi) forthwith after any adjustment in the Conversion Basis pursuant to the foregoing 
subclause 3(e), the Company shall file with the transfer agent of the Company 
for the Preferred Shares Series A, a certificate certifying as to the amount of 
such adjustment and, in reasonable detail, the event requiring and the manner of 
computing such adjustment; the Company shall also at such time give written 
notice to the registered holders of Preferred Shares Series A of the Conversion 
Basis and the Equivalent Conversion Price following such adjustment and 
clause 10 of the Preferred Share Class Provisions with respect to the giving of 
notice of redemption shall apply mutatis mutandis to the giving of such notice; 
and 


(vii)in the case of a New Issue for consideration other than cash, the adjustment 
required by subclause 3(e)(v) hereof shall be based on the fair market value of 
such consideration, as determined by the directors. 


Entitlement to Dividends. A holder of Preferred Shares Series A on the record date 
for any dividend declared payable on such share will be entitled to such dividend 
notwithstanding that such share is converted after such record date and before the 
payment date of such dividend, and the registered holder of any Common Share 
resulting from any conversion shall be entitled to rank equally with the registered 
holders of all other Common Shares in respect of all dividends declared payable to 
holders of Common Shares of record on any date after the date of conversion. Sub- 
ject as aforesaid, no payment or adjustment will be made on account of any 
dividend, accrued or otherwise, on the Preferred Shares Series A converted or the 
Common Shares resulting from any conversion. 


Notice of Certain Events. If the Company intends to fix a record date for any Com- 
mon Share Reorganization (other than the subdivision of outstanding Common 
Shares into a greater number of shares or the consolidation of outstanding Common 
Shares into a smaller number of shares) or for any Capital Reorganization or for any 
Rights Offering or Special Distribution, the Company shall, not less than twenty-one 
(21) days prior to such record date, notify each registered holder of Preferred Shares 
Series A of such intention by written notice to the extent that such particulars have 
been determined at the time of giving the notice and the provisions of clause 10 of 
the Preferred Shares Class Provisions with respect to the giving of notice of redemp- 
tion shall apply mutatis mutandis to the giving of such notice. 


(i) Avoidance of Fractional Shares. In any case where a fraction of a Common Share 


would otherwise be issuable on conversion of one (1) or more Preferred Shares 
Series A, the Company shall adjust such fractional interest by the payment by 
cheque of an amount equal to the then current market value of such fractional in- 
terest computed on the basis of the last board lot sale price (or the last bid price if 
there had been no board lot sale) for the Common Shares on The Toronto Stock 
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Exchange (or, if the Common Shares are not listed on The Toronto Stock Exchange, 
on such stock exchange on which such shares are listed as may be selected for such 
purpose by the directors) next preceding the date of such surrender. In the event 
that the Common Shares are not listed on any stock exchange, the current market 
value of such fractional interest shall be determined by the directors. 


(j) Postponement of Issuance of Shares upon Conversion. In any case where the applica- 
tion of the foregoing provisions results in an increase of the Conversion Basis taking 
effect immediately after the record date for a specific event, if any Preferred Shares 
Series A are converted after that record date and prior to completion of the event, 
the Company may postpone the issuance to the holder of the additional Common 
Shares to which he is entitled by reason of the increase of the Conversion Basis but 
such additional Common Shares shall be so issued and delivered to that holder upon 
completion of the event and the Company shall deliver to the holder an appropriate 
instrument evidencing his right to receive such additional Common Shares. 


(k) Reservation of Common Shares. The Company covenants and agrees that, so long as 
any of the Preferred Shares Series A are outstanding and entitled to the right of 
conversion herein provided, it will at all times reserve and hold out of its unissued 
Common Shares a sufficient number of unissued Common Shares to enable all of the 
Preferred Shares Series A outstanding to be converted upon the basis and upon the 
terms and conditions herein provided in this clause 3; provided that nothing herein 
contained shall affect or restrict the right of the Company to increase the number of 
its Common Shares in accordance with the Act nor to issue such Common Shares 
from time to time. 


Retraction Privilege 


4. 


The Company shall once during the one hundred and sixty (160) day period ending on 
the date (the “Retraction Date”) being the fifth (5th) anniversary of the Effective Date of 
the Amalgamation, unless all the Preferred Shares Series A shall have theretofore been 
converted, redeemed or otherwise retired, invite tenders from all holders of the Pre- 
ferred Shares Series A for the redemption of all such shares by the Company at a price 
equal to $5.50 per share plus accrued and unpaid cumulative preferential dividends (the 
“Retraction Price”) (the date of such initial invitation and any other subsequent date 
herein provided on which the Company invites tenders from the holders of such Pre- 
ferred Shares Series A for the redemption of such shares as herein provided being 
hereinafter called the “Invitation Date”) and, subject as hereinafter provided, shall ac- 
cept all such tenders received by it prior to the expiry of a period to be specified by the 
Company in such invitation (which period shall not be less than ninety (90) days from the 
date such invitation was mailed to the holders of Preferred Shares Series A but which 
shall not expire in any event before the thirtieth (30th) day after the Retraction Date), 
the date of the expiry of such period being hereinafter called the “Termination Date” 
and, subject as hereinafter provided, give written notice to each holder of a Preferred 
Share Series A making such tender reasonably promptly after receipt of the same that 
the same has been accepted by the Company and that payment of the Retraction Price 
of the Preferred Shares Series A so tendered will be made upon surrender of the certif- 
icates therefor (all of the foregoing being hereinafter called the “Retraction Privilege”). If 
such invitation is made not later than the sixtieth (60th) day prior to the Retraction Date, 
it may, but need not, include notice of the expiration of the right of conversion required 
to be given pursuant to subclause 3(a) of these Preferred Shares Series A Series Provi- 
sions. 
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The Company shall only be obliged to redeem Preferred Shares Series A pursuant to the 
Retraction Privilege if and so long as such redemption would not be contrary to any 
applicable law. If at the Invitation Date, the Company believes that it would not be per- 
mitted by any applicable law to redeem all of the Preferred Shares Series A outstanding 
as at such date, the Company shall include in the invitation mailed to holders of the 
Preferred Shares Series A notice of the maximum number of Preferred Shares Series A 
which it then believes it will be permitted to redeem if tendered, provided that if the 
Company has acted in good faith the Company shall have no liability in the event that 
such belief proves inaccurate. If such redemption of all or any portion of the Preferred 
Shares Series A would be contrary to applicable law, the Company shall only be obliged 
to redeem to the extent that the moneys applied thereto shall be such amount (rounded 
to the next lower multiple of $5,000), as would not be contrary to such law. In such 
case, the Company shall redeem from each holder of tendered Preferred Shares Series A 
that number of whole Preferred Shares Series A that may be redeemed out of his pro 
rata share of the Retraction Price available as aforesaid and shall issue and deliver to 
him a new share certificate, at the expense of the Company, representing the Preferred 
Shares Series A not redeemed by the Company. 


If a holder of Preferred Shares Series A wishes to tender only a part of the shares rep- 
resented by any certificate, the holder may deposit the certificate representing such 
shares and at the same time advise the Company in writing as to the number of Pre- 
ferred Shares Series A with respect to which his tender is being made and, if he does so, 
the Company shall issue and deliver to such holder, at the expense of the Company, a 
new share certificate representing the Preferred Shares Series A which are not being 
tendered. 


If the Company, in its invitation for tenders, gives notice of a maximum number of shares 
which it then believes it will be permitted to redeem if tendered, or fails to redeem all of 
the Preferred Shares Series A duly tendered in accordance with the aforesaid Retraction 
Privilege, or any retraction privilege provided for in this paragraph, the holders of the 
Preferred Shares Series A shall be entitled to a further retraction privilege for which (x) 
the Invitation Date shall be such date after the time that the Company is no longer 
prevented by provisions of applicable law from redeeming the lesser of (i) the Preferred 
Shares Series A then outstanding, or (ii) 15,000 Preferred Shares Series A, as it is 
reasonably feasible for the Company to make an invitation for tenders in this regard and 
(y) the Retraction Date shall be the next succeeding date on which cumulative dividends 
on the Preferred Shares Series A are payable, which date is not less than eighty (80) 
days after the said Invitation Date. 


Optional Redemption and Restrictions Thereon 


>. 


The Company may not redeem the Preferred Shares Series A, or any of them, on or be- 
fore the last day of the thirtieth (30th) month from the Effective Date of the Amalgama- 
tion. Thereafter, but only in the event that the trading price of the Common Shares (as 
hereinafter defined) as of the date on which the notice of redemption hereinafter referred 
to is given is not less than one hundred and fifty per cent (150%) of the Equivalent Con- 
version Price then in effect, the Company may, subject to the provisions of the Act and 
upon giving notice as provided in this clause 5, redeem at any time the whole, or subject 


_to the provisions of clause 8 of these Preferred Shares Series A Series Provisions, from 


time to time any part of the then outstanding Preferred Shares Series A on payment for 
each share to be redeemed of the par value thereof together with all accrued and unpaid 
cumulative preferential dividends thereon, which for such purpose shall be calculated as 
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if such dividends were accruing on a day to day basis for the period from the expiration 
of the last period for which dividends thereon have been paid up to the date of such 
redemption (such price, including accrued and unpaid dividends, at which Preferred 
Shares Series A may be redeemed at any given time pursuant to this clause 5 and to 
clause 6 of these Preferred Shares Series A Series Provisions being hereinafter called 
the “Redemption Price”). 


For purposes of this clause 5, “trading price” means the Market Price as in these Pre- 
ferred Shares Series A Series Provisions defined; provided that if the number of Common 
Shares traded during the period of time required for the determination of the Market 
Price is less than 100,000, such period of time shall be increased to include that number 
of trading days during which not less than 100,000 Common Shares have traded. 


The Company, on the date on which such notice of redemption is given, shall file with its 
transfer agent for the Preferred Shares Series A a certificate certifying as to the Equi- 
valent Conversion Price then in effect. 


Notice of any redemption of Preferred Shares Series A shall be given by the Company in 
the manner set forth in clause 10 of the Preferred Share Class Provisions. 


On or after the date so specified for redemption, the Company shall pay or cause to be 


' paid to or to the order of the registered holders of Preferred Shares Series A to be 


redeemed the Redemption Price in the manner set forth in clause 10 of the Preferred 
Shares Class Provisions. 


Redemption under Certain Circumstances 


6. 


Notwithstanding the provisions of the foregoing clause 5 but subject to the provisions 
hereinafter set out and to the provisions of the Act, in the event that the Market Price 
of the Preferred Shares Series A calculated as at the last day of any fiscal year of the 
Company (the “fiscal year end”) is less than the par value thereof, the Company shall, 
within thirty (30) days of such fiscal year end, invite tenders from all holders of 
Preferred Shares Series A for the pro rata redemption (disregarding fractions) of up to 
five per cent (5%) (the “Maximum Number”) of the total number of such shares issued 
by the Company at any time up to and including December 22, 1979 (such total 
number of shares being hereinafter in these Preferred Shares Series A Series 
Provisions referred to as the “Original Outstanding Preferred Shares Series A”) at a 
price per share equal to the Redemption Price (the date of such invitation being 
hereinafter called the “Invitation Date”) and, subject as hereinafter provided, shall 
accept on a pro rata basis (disregarding fractions) up to the Maximum Number, all 
such tenders received by it prior to the expiry of a period to be specified by the 
Company in such invitation (which period shall not be less than thirty (30) days from 
the date such invitation was mailed to the holders of Preferred Shares Series A) and, 
subject as hereinafter provided, shall give written notice to each holder of a Preferred 
Share Series A making such tender reasonably promptly after receipt of the same that 
such tender has been accepted by the Company and that payment of the Redemption 
Price of the Preferred Shares Series A so tendered will be made upon surrender of the 
certificate thereof (all of the foregoing being hereinafter called the “Mandatory 
Redemption Privilege”). 


The Company shall only be obliged to redeem Preferred Shares Series A pursuant to 
the Mandatory Redemption Privilege if and so long as such redemption would not be 
contrary to any applicable law. If at the Invitation Date, the Company believes that it 
would not be permitted by any applicable law to redeem the Maximum Number of the 
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Preferred Shares Series A outstanding as at such date, the Company shall include in 
the invitation mailed to holders of the Preferred Shares Series A notice of the total 
number of Preferred Shares Series A which it then believes that it will be permitted to 
redeem if tendered, provided that if the Company has acted in good faith the Company 
shall have no liability in the event that such belief proves inaccurate. If such 
redemption of the Maximum Number of the Preferred Shares Series A or any portion 
thereof would be contrary to applicable law, the Company shall only be obliged to 
redeem to the extent that the moneys applied thereto shall be such amount (rounded to 
the next lower multiple of $5,000) as would not be contrary to such law. In such case, 
the Company shall redeem from each holder of tendered Preferred Shares Series A 
that number of whole Preferred Shares Series A that may be redeemed out of his pro 
rata share of the Redemption Price available as aforesaid and shall issue and deliver to 
him a new share certificate, at the expense of the Company, representing the Preferred 
Shares Series A not redeemed by the Company. 


If a holder of Preferred Shares Series A wishes to tender only a part of the shares 
represented by any certificate pursuant to the Mandatory Redemption Price, such 
holder may deposit the certificate representing such shares and at the same time 
advise the Company in writing as to the number of Preferred Shares Series A with 
respect to which his tender is being made and, if he does so, the Company shall issue 
and deliver to such holder, at the expense of the Company, a new share certificate 
representing the Preferred Shares Series A which are not being tendered. 
Furthermore, if pursuant to the Mandatory Redemption Privilege, a part only of the 
Preferred Shares Series A represented by any certificate is redeemed a new certificate 
for the balance will be issued and delivered by the Company to the holder of Preferred 
Shares Series A at the expense of the Company. 


Restoration to Class on Redemption or Conversion 


if 


Any Preferred Shares Series A which are redeemed or converted as:herein provided 
shall, upon compliance with any applicable provisions of the Act, be therefrom restored 
to the status of authorized but unissued Preferred Shares not included in any series of 
Preferred Shares. 


Restrictions on the Payment of Dividends and on Retirement of Shares 
8. So long as any of the Preferred Shares Series A are outstanding, the Company shall not, 


without the prior approval of the holders of such Preferred Shares Series A: 


(i) declare, pay or set apart for payment any dividends (other than stock dividends pay- 
able in shares ranking junior to the Preferred Shares Series A in all respects) of 
make any other distribution on the shares ranking junior to the Preferred Shares 
Series A with respect to repayment of capital or payment of dividends, 


(ii) call for redemption or reduce or otherwise retire for value any Common Shares or 
any other shares of any class ranking on a parity with or junior to the Preferred 
Shares Series A with respect to repayment of capital or payment of dividends (ex- 
cept out of the net cash proceeds of an issue of shares ranking junior to the Pre- 
ferred Shares Series A in all respects made within the sixty (60) days preceding such 
call for redemption or reduction), or 


(iii) call for redemption, otherwise than pursuant to clauses 4 and 6 of these Preferred 


Shares Series A Series Provisions, less than all of the Preferred Shares Series A 
then outstanding; 
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unless, in each case, all dividends up to and including the dividend payable for the last 
completed period for which such dividends shall be payable on the Preferred Shares 
Series A then outstanding shall have been declared and paid or set apart for payment at 
the date of such action. 


Restrictions on Creation of Equal or Prior Ranking Shares 


9. 


For the purposes of this clause 9, the directors of the Company may from time to time 
determine the Adjusted Consolidated Net Earnings Available for Dividends and/or 
Shareholders’ Equity as at a date not more than one hundred and eighty (180) days prior 
to the making of such determination and may determine such Adjusted Consolidated Net 
Earnings Available for Dividends and/or Shareholders’ Equity to be not less than a 
stated amount without determining the exact amount thereof; in making any such deter- 
mination the directors shall consider and may rely on the last available audited consolli- 
dated balance sheet or statement of earnings of the Company and its subsidiaries and/or 
the last available audited balance sheet or statement of earnings of the Company 
reported on by the Company's auditors and may consider and rely on the last available 
unaudited consolidated balance sheet or statement of earnings of the Company and its 
subsidiaries and/or the last available unaudited balance sheet or statement of earnings of 
the Company prepared by the accounting officers of the Company and upon any other 
financial statement, report or other data which they may consider reliable and upon the 
last available independent property valuation provided that the directors shall not make 
any such determination on the basis of any such balance sheet, statement, report, valua- 
tion or other data if to their knowledge any event has happened which would materially 
and adversely affect such Adjusted Consolidated Net Earnings Available for Dividends 
and/or Shareholders’ Equity as determined on such basis; upon any such determination 
having been made by the directors under the provisions hereof the Adjusted Consoli- 
dated Net Earnings Available for Dividends and/or Shareholders’ Equity of the Company 
and its subsidiaries as at any date within a period of one hundred and eighty (180) days 
following the date as of which such determination is made (unless any further determina- 
tion of such Adjusted Consolidated Net Earnings Available for Dividends and/or Share- 
holders’ Equity is so made within such period) shall be conclusively deemed to be not 
less than the amount stated in such determination and such determination shall be 
conclusive and binding on the Company and the holders of shares of every class. 


So long as any of the Preferred Shares Series A are outstanding the Company shall not 
issue any other Preferred Shares or any share of any other class ranking in any respect 
prior to or on a parity with the Preferred Shares Series A unless, in either case: (i) Ad- 
justed Consolidated Net Earnings Available for Dividends for any twelve (12) consecu- 
tive months of the eighteen (18) calendar months immediately preceding the date of issue 
of such shares shall have been at least equal to two (2) times the annual dividend 
requirements on all Preferred Shares and other such shares ranking prior to or on a pari- 
ty with the Preferred Shares Series A to be outstanding immediately after such issue; 
and (ii) Shareholders’ Equity as at a date not more than one hundred and eighty (180) 
days prior to such issue, shall be at least equal to one and one-half (1'/2) times the 
aggregate par value of all Preferred Shares and other shares of the Company ranking in 
priority to or on a parity with the Preferred Shares Series A to be outstanding im- 
mediately after such issue; provided that any of such shares which have been duly called 
for redemption and for the redemption of which adequate provision has been made as- 
suring that such shares shall be redeemed within thirty-five (35) days thereafter shall be 
considered to have been redeemed for the purpose of this clause 9. 
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Liquidation, Dissolution or Winding-up 

10. In the event of the liquidation, dissolution or winding-up of the Company, whether volun- 
tary or involuntary, or any other distribution of assets of the Company among its share- 
holders for the purpose of winding-up its affairs, the holders of the Preferred Shares 
Series A shall be entitled to receive the amount paid up on such shares together with all 
accrued and unpaid cumulative preferential dividends thereon, which for such purpose 
shall be calculated as if such dividends were accruing on a day to day basis for the 
period from the expiration of the last period for which dividends thereon have been paid 
up to the date of such event, the whole before any amount shall be paid or payable or 
assets of the Company shall be distributed to the holders of the Common Shares or to 
the holders of any other shares ranking junior to the Preferred Shares Series A with re- 
spect to payment of capital. After payment to the holders of the Preferred Shares Series 
A of the amount so payable to them they shall not be entitled to share in any further 
distribution of the assets of the Company. 


Voting 


11. The holders of the Preferred Shares Series A shall be entitled to receive notice of, and 
to attend and, either in person or by proxy, vote at (on the basis of that number of votes 
for each Preferred Share Series A equal to the Conversion Basis then in effect) all 
meetings of the shareholders of the Company other than separate meetings of the hold- 
ers of shares of another series or class of shares of the Company. 


Election of Directors 


12. The holders of Preferred Shares Series A shall be entitled, voting separately and exclu- 
sively as a class, for so long as at least ten per cent (10%) of the Original Outstanding 
Preferred Shares Series A remain outstanding, to elect two (2) directors of the total 
number of the directors of the Company. Any vacancy occurring among members of the 
board elected to represent the holders of the Preferred Shares Series A may be filled by 
the board with the consent and approval of the remaining director elected to represent 
the holders of Preferred Shares Series A. Whether or not such vacancy is so filled by the 
board, when there are not two (2) directors in office who have been elected to represent 
the holders of Preferred Shares Series A by such holders, the holders of record of at 
least one-tenth (1/10th) of the outstanding Preferred Shares Series A shall have the right 
to require the Secretary of the Company to call a meeting of the holders of the Preferred 
Shares Series A for the purpose of filling such vacancy or vacancies or replacing any 
person filling such vacancy or vacancies who has been appointed by the directors. In 
default of the calling of such meeting by the Secretary within (5) days after the making of 
such request, it may be called by any holder or holders of record of outstanding Pre- 
ferred Shares Series A. Any such meeting shall be called in accordance with the provi- 
sions for the calling of any extraordinary meeting of shareholders of the Company as may 
be provided in the Company’s Memorandum and Articles of Association. 


Notices 


13. Unless otherwise specifically provided herein or in the Preferred Shares Class Provi- 
sions, any notice, cheque, invitation for tenders or other communication from the Com- 
pany provided for in the Preferred Shares Series A Series Provisions shall be sent to the 
holders of the Preferred Shares Series A by ordinary unregistered mail, postage prepaid, 
at their respective addresses appearing on the books of the Company or, in the event of 
the address of any such holder not so appearing then at the last known address of such 
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holder. Accidental failure to give any such notice, invitation for tenders or other com- 
munication to one or more holders of the Preferred Shares Series A shall not affect the 
validity thereof, but, upon such failure being discovered, the notice, invitation for tenders 
or other communication, as the case may be, shall be sent forthwith to such holder or 
holders and shall have the same effect as if given in due time. 


Amendments 


14. The provisions of clauses 1 to 15, inclusive, of these Preferred Shares Series A Series 
Provisions, or any of them, may be repealed, altered, modified, amended or amplified 
only with the sanction of the holders of the Preferred Shares Series A given as hereinaf- 
ter specified in addition to any other approval required by the Act. 


Sanction by Holders of Preferred Shares Series A 


15. The sanction of holders of the Preferred Shares Series A as to any and all matters re- 
ferred to herein or as to any change adversely affecting the rights or privileges of the 
Preferred Shares Series A may be given and shall be deemed to have been sufficiently 
given if given by the holders of the Preferred Shares Series A in the manner provided in 
clause 12 of the Preferred Shares Class Provisions, which provisions shall apply mutatis 
mutandis as though the term “Preferred Shares Series A” were used in such clause in 
place of the term “Preferred Shares”. 


C. Preferred Shares Series B 


The Preferred Shares Series B, in addition to the rights, privileges, preferences, condi- 
tions and restrictions attached to the Preferred Shares as a class, shall have attached 
thereto the following rights, privileges, preferences, restrictions and conditions (collectively 
the “Preferred Shares Series B Series Provisions”): 


Interpretation 


1. (a) The following words and phrases whenever used in these Preferred Shares Series B 
Series Provisions shall have the following meanings unless there be something in the 
context inconsistent therewith: 


“Additional Equity Shares” means any Equity Shares issued after May 1, 1979 
(including Class A Shares) other than (a) Common Shares issued upon conver- 
sions of Preferred Shares Series B or Preferred Shares Series A; (b) Equity 
Shares issued upon exercise of stock options heretofore or hereafter granted to 
officers or employees of the Company or of any subsidiary or of any affiliate 
designated as such by the directors; and (c) Equity Shares issued to any such 
officers or employees or to a trustee on their behalf pursuant to any stock pur- 
chase or analogous plan; provided that a subdivision or consolidation of Equity 
Shares or a reclassification or change of Equity Shares shall not constitute an 
issue of Additional Equity Shares. 


“Amalgamation” means the amalgamation of Conuco Limited, Caballero Explora- 
tion Ltd., Canada 91639 Limited and Exalta Petroleums Ltd. pursuant to the 
terms of a Merger and Amalgamation Agreement made as of the 13th day of 
June, 1979 between the Company and the foregoing companies. 


“business day” shall be a day other than a Saturday, or Sunday or any other day 
that is treated as a holiday in the municipality where the Company’s principal 
office in Canada is situated. 
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“Class A Shares” means the Common Shares held by the Company and which 
are not outstanding and which have been designated by legislation of the Prov- 
ince of Newfoundland as Class A Shares of the Company for so long as such 
shares are held by the Company and are not outstanding. 


“close of business” means the normal closing hour of the principal office in the 
City of Toronto of the transfer agent for the Preferred Shares Series B. 


“Conversion Basis” at any time means the number of Common Shares into which 
one (1) Preferred Share Series B shall be convertible at such time in accordance 
with the provisions of clause 2 hereof. 


“Effective Date of the Amalgamation” means the date of issuance of the Certif- 
icate of Amalgamation by the Registrar of Companies under and pursuant to The 
Companies Act (Alberta) in respect of the Amalgamation. 


“Equity Shares” means the Common Shares as said shares were constituted on 
May 1, 1979 and shares of any other class or other securities, as the case may 
be, resulting from the re-classification of such Common Shares as provided in 
clause 2 hereof. 


“Equivalent Conversion Price” at any time means the quotient obtained by 
dividing the sum of $5.50 by the Conversion Basis in effect at such time. 


“Market Price” of the Common Shares at any date, means the weighted average 
of the closing board lot trading prices per share of the Common Shares on The 
Toronto Stock Exchange (or, if the Common Shares are not listed on The Toron- 
to Stock Exchange, on such stock exchange on which such shares are listed as 
may be selected for the purpose by the directors) during the twenty (20) most 
recent trading days on which there have been board lot trades immediately prior 
to the fourth (4th) day preceding such date. In the event that the Common 
Shares are not listed on any stock exchange, the Market Price of the Common 
Shares shall be determined by the directors. 


“Preferred Shares Series A” means the 7% cumulative convertible redeemable 
retractable preferred shares series A with a par value of $5.50 each of the Com- 
pany, being the first series of Preferred Shares. 


“Shareholders’ Equity” means at any given time an amount equal to the aggre- 
gate of retained earnings or deficit and contributed surplus of the Company and 
its subsidiaries and the amount paid-up on issued and outstanding Preferred 
Shares, shares of the Company ranking on a parity with or junior to the Pre- 
ferred Shares and Common Shares of the Company, arrived at on a consolidated 
basis in accordance with generally accepted accounting principles. 


“subsidiary company” or “subsidiary” means any corporation or company of which 
more than fifty per cent (50%) of the outstanding shares carrying voting rights at 
all times (provided that the ownership of such shares confers the right at all 
times to elect at least a majority of the board of directors of such corporation or 
company) are for the time being owned by or held for the Company and/or any 
other corporation or company in like relation to the Company and includes any 
corporation or company in like relation to a subsidiary and, in addition, means 
any other corporation or company the revenue and expense accounts of which 
may, from time to time, be consolidated by the Company in the revenue and ex- 
pense accounts forming part of annual financial statements of the Company in 
accordance with generally accepted accounting principles. 
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(b) Clause 1 of the Preferred Shares Class Provisions entitled “Interpretation” is incor- 


(c) 


porated herein. 


In the event that any date by which any action is required to be taken by the Com- 
pany under these Preferred Shares Series B Series Provisions is not a business day, 
then such action shall be required to be taken on or by the next succeeding day 
which is a business day. 


Conversion 


2 


(a) 


(b) 


(c) 


Right of Conversion. The holders of the Preferred Shares Series B shall have the 
right, at any time and from time to time, up to but not after the close of business on 
the Termination Date (as defined in clause 3 of these Preferred Shares Series B 
Series Provisions), subject to any adjustment to the Conversion Basis as hereinafter 
provided, to convert all or any of their Preferred Shares Series B into Common 
Shares on the basis of 0.55 of a Common Share for each Preferred Share Series B 
converted. 


Conversion Procedure. The conversion right herein provided for may be exercised by 
notice in writing given to the transfer agent for the time being of the Company for 
the Preferred Shares Series B at its principal office in the City of Toronto, or at any 
other city or cities as the Company may from time to time designate, accompanied by 
the certificate or certificates representing the Preferred Shares Series B in respect 
of which the holder thereof desires to exercise such right of conversion. Such notice 
shall be signed by such holder or his duly authorized attorney and shall specify the 
number of Preferred Shares Series B which the holder desires to have converted. 
The certificate or certificates for such shares need not be endorsed, except in the 
circumstances hereinafter contemplated, and the certificates for Common Shares 
resulting from conversion shall be issued in the name of the registered holder of the 
Preferred Shares Series B converted or in such name or names as such registered 
holder may direct in writing (either in the notice referred to above or otherwise), 
provided that such registered holder shall pay any applicable security transfer taxes. 
If the certificates for Common Shares resulting from conversion are to be issued in a 
name other than that of the registered holder of the Preferred Shares Series B, the 
transfer form on the back of the certificate(s) representing such Preferred Shares 
Series B shall be endorsed by the registered holder thereof or his duly authorized 
attorney, with signature guaranteed in a manner satisfactory to the Company's 
transfer agent for the Preferred Shares Series B. If less than all the Preferred 
Shares Series B represented by any certificate or certificates accompanying any 
such notice are to be converted, the holder shall be entitled to receive, at the ex- 
pense of the Company, a new certificate representing the Preferred Shares Series B 
comprised in the certificate or certificates surrendered as aforesaid which are not to 
be converted. J 


Effective Date of Conversion. Subject as hereinafter provided in this clause 2, Pre- 
ferred Shares Series B shall be deemed to have been converted into Common Shares 
on the respective dates of surrender of certificates representing the Preferred 
Shares Series B to be converted accompanied by notice in writing as provided in 
subclause 2(b) hereof, notwithstanding any delay in the delivery of certificates 
representing the Common Shares into which such Preferred Shares Series B have 
been converted. 


22 


a a 
ih Te s 
sy ' 


hea 
an ie he Pant t | aE - ye ; midis edt fos ra a 
wa i a) ule id ns eo r Hy ah vas we Davwe 2 mi ms ' nays ae rt ax % 
5 ale Mi ian alia dd ot ee 3 Fin ve ih A - .- Sra A: gt piper a My : ae 
it 42 ely’ dasur dered SoM Me bean) dohine. Haran Rud hes fet aeets yi } Uh tie a 
ei sgt si oe soba 
- , wate on ye sy adda a ma sated: Wail PS es 4. Tipar be he I, ; 
: P WO 2 “ee ao oe ae ge ae — ba lini , a Aes rae & 
Be eT aba eRe, | ; ; They an 7 i an 
he TA bal va iy Dy 
Wy, Ae ne ka purr Wi 
i . is wae oe ; . a aa ; pi i ai ' tad Tiny, re 
i | a ‘hee MnO am) ”) a, Pax hives ¥ ee xi im s ; 
AM ike pal ‘real Ay an. Beitr; ae ai That et sie 4 ot oh My ea ie ine NW at Z (a) 9S 
a eee il ye fo aaetn: “el al iy to 9 ft aire, Ci) cout mits ter TS ro 
4 a 14 ra tutte he ist ans aly 1% nis. (i pan apie a8 nae) daft nie oH? le 
| 7 “i bl oe sti : ise aT ae aah , oi i ten eteaalbe ye ps4 ‘a aie: Lenin at ] 
ey ‘ae ute wail iM ee ioe. pir AZ f bes ria? Baisial i. ae 10 ey. Daeg mt 2: ity 
5 aie sa Rent a D ehnss 9. Wt stn fe smite oh wie Bhs _ 7 haat Alt. Rh Peele 
i [ey 7 ; ] os y a : ny eh if a Ml Au mili : . ; Nght _ se atic 
} rei ‘ (pf 
‘ wet Peer i ae | “f Cl wor f tantt sorny Alayet af ch pale Te) ni % we ott: ol. NH.) io) - 
ao ‘® bog A at io waked arnt ant vi iN reas steered seth 02, ster 2h qeuirry al pouton ah 
7 : - 5 ube ag} & My TD i w ontipedl re oiilho tory rT sited oli le & rr yt ‘eo sat boris sah aii) ; - 
(xa na 1% mM mS sis - io sicias Ts Mi Waa iy a ‘wert m wt pwenibthee at wt o of ty: ea neil? 35'y J dade 7 : 
os) eng ah OF dated conic kernal iit pppasesteee een sAltt ses Ks >a a): 
bi 4 Mieeee is reid yeh ak “ivy wim tah thoes: ek IM ae td eetizols wn is toto it one We be Sonn 
Thy, pei Bane sini He bon cemnitate by hvac ‘cit eh vation! Hoe hee a liars, 8.) 
a, Sit qugea. v5 Cs. wea i nacbeogh with Hes a sonst meas 's, fe | tS bite mdse e 
10g | nite) ab sqeintss ce meh Hin Lane i orate ony wate attr aa ie nie? fe To. 


Vara sintlt anne’) st Ws sareaitune. sit ‘tiene bot a ey ‘sotlastinind seitieretemilris 


“il Wat uh, ¥ * 7 Cah was" on a: Bs oy ah to. onhaie a tab a ad He, act rats potas a itis be ‘ i : 


re vo bated cress Ath ee PTI, 16: nine ator tp be deh pa entine, naieehati raion % ; 
ug ° qhgaremmtine, 12.9 vodR oy tne at ‘aden? _ ab a rireng eo — 
Daley t a easy witha tine = tt teuollaas gs ¥ery rrotetn fe de abivatg Pe 
ar Tethtbt, sai hina ol meaty nage heiress sr pura. va mueniire: ek i ; a 
aye i. AO: 4 i abl wa ann ‘hat Y havea a ie sraiviwe: edi. i Be fib cut ae - 7 
cay Paes rh es erage jot i tt; we wioaonite «ly ‘hot 1st wisi _ y 


pe ae Sw : 
wi, yorea! ia : 
ey ary te car . 


} : . A Un 
4 ae es “ci eit) W hae: mall, % se ah" 
oa aaa a ve wu awed. aa On 


7 cli Mies ihr ted wv ae A ; tei Deter wy 
et pace a rie de a ene YG Daoe ana an _ <a 
b si OHIY! 04 dbaatene Ae) “a | Re 8 
dana. bur! 


it pals 


Sali 
: Ba 
¥ be 2h 


= 


(d) Adjustment of Conversion Basis. 


(i) 


(ii) 


If the Company shall declare a dividend or make a distribution on its outstanding 
Common Shares payable in Common Shares, or shall subdivide its outstanding 
Common Shares into a greater number of shares, or shall consolidate its out- 
standing Common Shares into a smaller number of shares (any such event being 
herein called a “Common Share Reorganization”) then the Conversion Basis shall 
be proportionately adjusted immediately after the record date at which the hold- 
ers of Common Shares are determined for purposes of the Common Share reor- 
ganization and any holder of Preferred Shares Series B who has not exercised 
his right of conversion prior to the effective date of such Common Share Reor- 
ganization shall be entitled to receive and shall accept, upon the exercise of 
such right at any time on such effective date or thereafter, in lieu of the number 
of Common Shares to which he was theretofore entitled upon conversion, the 
aggregate number of Common Shares of the Company that such holder would 
have been entitled to receive as a result of such Common Share Reorganization 
if, on the effective date thereof, he had been the registered holder of the number 
of Common Shares to which he was theretofore entitled upon conversion. 


If there is a capital reorganization of the Company not covered by subclause 
2(d\(i) hereof or a consolidation or merger or amalgamation of the Company with 
or into any other company including by way of a sale whereby all or substan- 
tially all of the Company’s undertaking and assets would become the property of 
any other company (any of which is herein called a “Capital Reorganization”), 
any holder of Preferred Shares Series B who has not exercised his right of con- 
version prior to the effective date of such Capital Reorganization shall be enti- 
tled to receive and shall accept, upon the exercise of such right at any time on 
the effective date or thereafter, in lieu of the number of Common Shares to 
which he was theretofore entitled upon conversion, the aggregate number of 
shares or other securities or property of the Company or of the company result- 
ing from or purchasing under the Capital Reorganization, that such holder would 
have been entitled to receive as a result of such Capital Reorganization if, on the 
effective date thereof, he had been the registered holder of the number of Com- 
mon Shares to which he was theretofore entitled upon conversion; provided that 
no such Capital Reorganization shall be carried into effect unless, in the opinion 
of the directors, all necessary steps shall have been taken to ensure that the 
holders of the Preferred Shares Series B shall thereafter be entitled to receive 
such number of shares or other securities or property of the Company or of the 
company resulting from or purchasing under the Capital Reorganization, subject 
to adjustment thereafter in accordance with provisions similar, as nearly as may 
be, to those contained in this clause 2. 


(iii) If the Company shall issue options, rights or warrants to holders of its out- 


standing Common Shares under which such holders are entitled to subscribe for 
or purchase Additional Equity Shares at a subscription or purchase price per 
share less than the Market Price in effect on the record date for such issue (any 
such event being herein called a “Rights Offering”), then the Conversion Basis 
shall be adjusted immediately after the record date at which the holders of 
Common Shares are determined for the purpose of the Rights Offering by divid- 
ing into $5.50 the adjusted Equivalent Conversion Price determined by multi- 
plying the Equivalent Conversion Price in effect on such record date by a frac- 
tion, of which the numerator shall be the total number of Common Shares out- 
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(iv) 


standing on such record date plus a number determined ‘by dividing the aggre- 
gate subscription price of the total number of Additional Equity Shares offered 
for subscription or purchase under the Rights Offering by the Market Price on 
such record date and of which the denominator shall be the total number of 
Common Shares outstanding on such record date plus the total number of Addi- 
tional Equity Shares offered for subscription or purchase. The resulting quo- 
tient, adjusted to the nearest 1/100th, shall thereafter be the Conversion Basis 
until further adjusted.as provided in this clause 2. If at the date of expiry of the 
options, rights or warrants less than all of them have been exercised so that less 
than all of the Equity Shares issuable with respect thereto have been issued, 
then the Conversion Basis shall be re-adjusted immediately after the date of ex- 
piry to the Conversion Basis which would have been in effect on such date of 
expiry if the only options, rights or warrants issued had been those that were 
exercised. 


If the Company shall at any time or from time to time in any manner issue or sell 
any shares or securities convertible into or exchangeable for Common Shares 
(such convertible or exchangeable shares or securities being herein called “Con- 
vertible Securities”), whether or not the rights to exchange or convert the same 
are immediately exercisable, and the price per share for which Common Shares 
are issuable upon such conversion or exchange (determined by dividing (a) the 
total amount received or receivable by the Company as consideration for the is- 
sue of such Convertible Securities plus the minimum aggregate amount of addi- 
tional consideration, if any, payable to the Company upon the conversion or 
exchange of all such Convertible Securities, by (b) the total maximum number of 
Common Shares issuable upon the conversion or exchange of all such Converti- 
ble Securities) shall be less than the Market Price in effect immediately prior to 
the time of such issue or sale of Convertible Securities (any such event being 
herein called an “Issue of Convertible Securities”), then the Conversion Basis 
shall be adjusted immediately after such issue or sale by dividing into $5.50 the 
adjusted Equivalent Conversion Price determined by multiplying the Equivalent 
Conversion Price in effect at such time by a fraction, of which the numerator 
shall be the total number of Common Shares outstanding at such date plus a 
number determined by dividing the aggregate issue or sale price of the total 
number of Common Shares issuable upon the conversion or exchange of all such 
Convertible Securities by the Market Price on the date of such issue or sale and 
of which the denominator shall be the total number of Common Shares out- 
standing on the date of such issue or sale plus the total number of Common 
Shares issuable upon such conversion or exchange. The resulting quotient, ad- 
justed to the nearest 1/100th, shall thereafter be the Conversion Basis until fur- 
ther adjusted as provided in this clause 2. If, at the date of expiry of any conver- 
sion or exchange rights of or appertaining to any Convertible Securities, less 
than all of the Convertible Securities have been converted or exchanged so that 
less than all of the Common Shares issuable with respect thereto have been is- 
sued, then the Conversion Basis shall be re-adjusted immediately after such 
date of expiry to the Conversion Basis which would have been in effect on such 
date of expiry if the only Convertible Securities issued or sold had been those 
that were converted or exchanged. For the purposes of this subclause 2(dXiv), 
Convertible Securities shall be deemed to be issued on the date on which the 
Company enters into an enforceable agreement to issue such Convertible 
Securities. 
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(v) 


(vi) 


If the Company shall at any time or from time to time issue or sell Additional 
Equity Shares, other than pursuant to the exercise of a conversion or exchange 
right attaching to a Convertible Security, at a price per share less than the Mar- 
ket Price in effect on the date of such issue or sale and such issue or sale does 
not constitute a Common Share Reorganization, a Capital Reorganization or a 
Rights Offering (any such event being herein called a “New Issue”), then the 
Conversion Basis shall be adjusted immediately after the date of such issue or 
sale by dividing into $5.50 the adjusted Equivalent Conversion Price determined 
by multiplying the Equivalent Conversion Price in effect on the date of issue or 
sale by a fraction, of which the numerator shall be the total number of Common 
Shares outstanding on the date of issue or sale plus a number determined by 
dividing the aggregate of the subscription price of the total number of Additional 
Equity Shares so issued or sold by the Market Price on the date of issue or sale 
and of which the denominator shall be the total number of Common Shares out- 
standing on the date of such issue or sale plus the total number of Additional 
Equity Shares issued or sold. The resulting quotient, adjusted to the nearest 
1/100th, shall thereafter be the Conversion Basis until further adjusted as 
provided in this clause 2. For the purposes of this subclause 2(d)(v), Additional 
Equity Shares shall be deemed to be issued on the date on which the Company 
enters into an enforceable agreement to issue such Additional Equity Shares. 


If the Company shall issue or distribute to the holders of its outstanding Com- 
mon Shares, shares of any class other than Common Shares, or options, rights or 
warrants, or evidences of indebtedness or any other assets (apart from cash) and 
such issuance or distribution does not constitute a Common Share Reorganiza- 
tion, a Capital Reorganization, a Rights Offering, an Issue of Convertible Secu- 
rities or a New Issue (any such event being herein called a “Special Distribu- 
tion”), then the Conversion Basis shall be adjusted immediately after the record 
date at which the holders of Common Shares are determined for purposes of the 
Special Distribution by dividing into $5.50 the adjusted Equivalent Conversion 
Price determined by multiplying the Equivalent Conversion Price in effect on the 
record date by a fraction, of which the numerator shall be a number determined 
by multiplying the total number of Common Shares outstanding on such record 
date by the Market Price on such date and deducting from the amount so ob- 
tained the aggregate fair market value, as determined by the directors, of the 
shares, options, rights, warrants, evidences of indebtedness or other assets 
distributed in the Special Distribution and of which the denominator shall be the 
total number of Common Shares outstanding on such record date multiplied by 
the Market Price on such record date (provided that no such adjustment shall 
be made if the result of such adjustment would be to decrease the Conversion 
Basis in effect immediately before such record date). The resulting quotient, 
adjusted to the nearest 1/100th, shall thereafter be the Conversion Basis until 
further adjusted as provided in this clause 2. 


(vii) If any re-classification or other change shall be made in the outstanding Com- 


mon Shares, which re-classification or other change does not constitute a Com- 
mon Share Reorganization or a Capital Reorganization, then the Conversion 
Basis shall be adjusted in such manner as the auditors of the Company deter- 
mine to be appropriate. 


if iy is . fh Rear it 
oN AS 30) mines 


ott cutly Cjumel wea @ tse athe 4 okt il fate 


yaa st ie 
eh eee ak 
oe te an 
a) | ght 
eee te ee os tt kb ha Aiaw act Taste, weet’ on 
ariel gakrt-o dint ne “ stele Wye et, Brahe Libri onli 2,0 me pas, sly ya ‘oth 
10 sagt Wo wie’ ie ta qo’! rats ag é ani tiie 40 OD oo i) if Svvkin : v: e oni retool 4 
wore.) ke 19 unr” sigh ft ont Viole: via maT : oh ; ver Ae mpdinott wid othe a 
“4 baedroneteh wai aig Ghee Ope MO: one + el: ne’ peat pala’ asagite : 
(arraieibeinh Vo: 4 aiaie + aah? ed) we oultg moat <iuhes a out wy stg" news ol yalbiib: 
alse ‘wi core Ww erab + de try edt sak phd elt ect bia whats i os SSS (hugs 
ue wnat nena Yo sedveua beta al liget , Ved ure i - otty Abie Tovdine | 
wouithe te eeuSireaare | at cs 2) a! , ohiet me tie aiere My niet? ' eit #2 arn heave 
rabrmend. ofthat tateulba denon neibatien ott tire tt beweei ioidde Piast 
an batavine ella} tnd anens, Kee en DOM od tallavic/! Hane’ pai 


tancuntt ae aS axran! ame earl » wnat i 4 thal oe y att _ nin, va halons Cry 


Ne ls uot ie 


soy af lk mal \ cite Tae i$ Me 
cw nots oa 1a Hea oy ‘ wher ee amt Mi 


usage lt cdbefw og wal afl ity Beitags 4 ot teenage: ‘eat thasie atm. tid paul 
mares THESE LaRcinbOe, Gaia Ost ra rewind aaah i ie <a mats 
wad srutneas reso wh yo weyahiedd. walt Od pail aia, “Y Nie "| ‘beste yore mi. DE, AL if) 
1 Eg arteno awn coon samy dt egaake ute io torts 9a yee ian | 
‘bee (dao ate cogtvatrans varie Yup wo Reena ty Aaa onl 1 Thane 
ghee? aeude emerald 0 antes hit 40k ' eat ese ih ypeioie ia Ar 
wend aldiretiern’t i unel co sath) eee | saraiathets§ yen! b hablatw: de 
_epdinee itaad” @ belies | wil aeiirat sin oe toayg 2 pone be inh we colt 


a oe po Eigen tags sab aly cr) time faq wat af NE WR. 


‘wolvveuc inches teed: nt, 08.2 ata a 
Na i oF i a i " bey sir Lek ba be Be slain yA oy gu 


ries ations io atimersot: bestemsttaae: aol Geelee a a8. hy nae a 

wy Y Age cy icy Wx OY shilad ia 18 aint eaten aes ave babi aes ba nu MEN ht 

I bh moctantinret inage. 

sbiient ah Dealers 4 2 

eghan obi terrae | wx 
+. gaite « miei yu of Oe . 


oy 


he trite rss » Te er onda od (jade wot aver wy oil naniet aft 
bsey ie A dure (ep Grin pi! pragcsy L97 ie pa LEE wri ux 7. otf * Pr 


ea ke ) ' 
ttn ait Pentti tas v xy tl ai y maby bas’ $ ns My lenis: sas Vie oie hs - R 
aught ba annie orike. Gh \f u bevel crite es wit tw ms upstage tit na 


aoa abet go ee glieeel tad yori i tay’ en pags of by a) Lad = ‘gf big nee 5 


Pe | A, = 4 

ost aoe yoraly seat oleh Ws Bethe tate sat iat ak byadin Soe as 
ms 2 i ) Bay ; gor } 

Hus ringed Are - eet ine t wa Ti cil Sean Ms ap aay ' aster a 7 +o . 


ante peercast 1d anit Eithakien ae cht tat, 2 | 
pat 1 eet . tedeis » a9 ry: dete ig Loa xi t omy io "y oe m 
i coies oti aed rnitoarnbal bam te De ae 
‘ie Fi Pee i 


he a ay al Hi ne 
inns dats oaeat ud age 


eS 


— un Pins ae 
Z vif i’ ie 


(e) Conversion Adjustment Rules. The following rules and procedures shall be applicable 
to Conversion Basis adjustments made pursuant to subclause 2(d) hereof: 


(i) 


(ii) 


—— 


(iii 


(iv) 


(v) 


(vi) 


any Common Shares (which for all purposes of this subsection (i) shall include 
Class A Shares) owned by or held for the account of the Company shall be 
deemed not to be outstanding but, for the purposes of this subsection (i), any 
Common Shares owned by a pension plan for employees of the Company or its 
subsidiaries shall not be considered to be owned by or held for the account of 
the Company; 


in the case of any issue by the Company of Additional Equity Shares for cash, 
the consideration received by the Company therefor shall be deemed to be the 
amount of cash received by the Company for such Additional Equity Shares be- 
fore deducting therefrom the amount of any commission, discount or other ex- 
penses which have been paid or incurred by the Company for any underwriting 
of, or otherwise in connection with, the issuance or sale of such Additional Equi- 
ty Shares; 


if the purchase price provided for in any Rights Offering referred to in subclause 
2(d)(iii) is decreased, or the rate at which any Convertible Securities referred to 
in subclause 2(d)(iv) are convertible into or exchangeable for Common Shares is 
increased, the Conversion Basis shall forthwith be changed so as to increase the 
Conversion Basis to such Conversion Basis as would have obtained had the ad- 
justment made upon the issuance of such Rights Offering or Convertible Secu- 
rities been made upon the basis of such purchase price as so decreased or such 
rate as so increased, provided that the provisions of this subsection (ili) shall not 
apply to any such increase or decrease resulting from provisions in any such 
Rights Offering or Convertible Securities designed to prevent dilution if such 
increae or decrease shall not have been proportionately greater than the 
increase, if any, in the Conversion Basis to be made at the same time pursuant 
to the provisions of this clause 2; 


no adjustment in the Conversion Basis shall be required unless a decrease of at 
least one per cent (1%) in the prevailing Equivalent Conversion Price would 
result, provided however, that any adjustment which, except for the provisions of 
this subsection (iv) would otherwise have been required to be made, shall be 
carried forward and taken into account in any subsequent adjustment; 


if any question shall at any time arise with respect to adjustments in the Con- 
version Basis, such question shall be conclusively determined by the auditors of 
the Company and any such determination shall be binding upon the Company 
and all transfer agents and all shareholders of the Company; 


forthwith after adjustment in the Conversion Basis pursuant to the foregoing 
subclause 2(d), the Company shall file with the transfer agent of the Company 
for the Preferred Shares Series B, a certificate certifying as to the amount of 
such adjustment and, in reasonable detail, the event requiring and the manner of 
computing such adjustment; the Company shall also at such time give written 
notice to the registered holders of Preferred Shares Series B of the Conversion 
Basis and the Equivalent Conversion Price following such adjustment and 
clause 10 of the Preferred Share Class Provisions with respect to the giving of 
notice of redemption shall apply mutatis mutandis to the giving of such notice; 
and 


(vii)in the case of a New Issue for consideration other than cash, the adjustment 
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(f) 


(g) 


(h) 


(i) 


G) 


required by subclause 2(d)(v) hereof shall be based on the fair market value of 
such consideration, as determined by the directors. 
Entitlement to Dividends. The registered holder of any Common Share resulting from 
any conversion pursuant to this clause 2 shall be entitled to rank equally with the 
registered holders of all other Common Shares in respect of all dividends declared 


. payable to holders of Common Shares of record on any date after the date of conver- 


sion. Subject as aforesaid, no payment or adjustment will be made on account of any 
dividend, accrued or otherwise, on the Common Shares resulting from any conver- 
sion. 


Notice of Certain Events. If the Company intends to fix a record date for any Com- 
mon Share Reorganization (other than the subdivision of outstanding Common 
Shares into a greater number of shares or the consolidation of outstanding Common 
Shares into a smaller number of shares) or for any Capital Reorganization or for any 
Rights Offering or Special Distribution, the Company shall, not less than twenty-one 
(21) days prior to such record date, notify each registered holder of Preferred Shares 
Series B of such intention by written notice setting forth the particulars of the pro- 
posed event to the extent that such particulars have been determined at the time of 
giving the notice and the provisions of clause 10 of the Preferred Shares Class 
Provisions with respect to the giving of notice of redemption shall apply mutatis 
mutandis to the giving of such notice. 


Avoidance of Fractional Shares. In any case where a fraction of a Common Share 
would otherwise be issuable on conversion of one (1) or more Preferred Shares 
Series B, the Company shall adjust such fractional interest by the payment by 
cheque of an amount equal to the then current market value of such fractional in- 
terest computed on the basis of the last board lot sale price (or the last bid price if 
there had been no board lot sale) for the Common Shares on The Toronto Stock 
Exchange (or, if the Common Shares are not listed on The Toronto Stock Exchange, 
on such stock exchange on which such shares are listed as may be selected for such 
purpose by the directors) next preceding the date of such surrender. In the event 
that the Common Shares are not listed on any stock exchange, the current market 
value of such fractional interest shall be determined by the directors. 


Postponement of Issuance of Shares upon Conversion. In any case where the applica- 
tion of the foregoing provisions results in an increase of the Conversion Basis taking 
effect immediately after the record date for a specific event, if any Preferred Shares 
Series B are converted after that record date and prior to completion of the event, 
the Company may postpone the issuance to the holder of the additional Common 
Shares to which he is entitled by reason of the increase of the Conversion Basis but 
such additional Common Shares shall be so issued and delivered to that holder upon 
completion of the event and the Company shall deliver to the holder an appropriate 
instrument evidencing his right to receive such additional Common Shares. 


Reservation of Common Shares. The Company covenants and agrees that, so long as 
any of the Preferred Shares Series B are outstanding and entitled to the right of 
conversion herein provided, it will at all times reserve and hold out of its unissued 
Common Shares a sufficient number of unissued Common Shares to enable all of the 
Preferred Shares Series B outstanding to be converted upon the basis and upon the 
terms and conditions herein provided in this clause 2; provided that nothing herein 
contained shall affect or restrict the right of the Company to increase the number of 
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its Common Shares in accordance with the Act nor to issue such Common Shares 
from time to time. 


Retraction at Option of Holder and Deemed Conversion 


3. 


A holder of Preferred Shares Series B shall be entitled until the close of business on the 
date of the first anniversary of the Effective Date of the Amalgamation (such date being 
herein called the “Termination Date”), to require the Company to redeem, subject to the 
provisions of the Act, at any time or times, all or any of the Preferred Shares Series B 
registered in the name of such holder on the books of the Company by tendering to the 
Company at its principal office a share certificate representing the Preferred Shares 
Series B which the registered holder desires to have the Company redeem. In the event 
that such holder does not accompany such certificate with a written request specifying 
the number of Preferred Shares Series B which such holder desires the Company to 
redeem, such holder shall be deemed to have requested the Company to redeem all the 
Preferred Shares Series B represented by the said certificate. The Company shall, on 
the thirtieth (30th) day (the “Redemption Date”) after receipt by it of a share certificate 
representing the Preferred Shares Series B which the registered holder thereof desires 
to have redeemed, redeem such Preferred Shares Series B by paying to such registered 
holder an amount equal to the aggregate par value of the Preferred Shares Series B. 
Such payment shall be made by cheque payable at par at any branch of the Company's 
bankers for the time being in Canada. The said Preferred Shares Series B shall be 
redeemed on the Redemption Date and from and after the Redemption Date the holder 
thereof shall not be entitled to exercise any of the rights of a holder of Preferred Shares 
Series B in respect thereof unless payment of the redemption price is not made on the 
Redemption Date, in which event the rights of the holder of the said Preferred Shares 
Series B shall remain unaffected. 


Notwithstanding the foregoing, the Company shall only be obliged to redeem Preferred 
Shares Series B under the foregoing provisions if and so long as such redemption would 
not be contrary to any applicable law. 


In the event that a holder of Preferred Shares Series B does not tender his Preferred 
Shares Series B for redemption by the Company as aforesaid by the close of business on 
the Termination Date, or, if having so tendered, it would be contrary to any applicable 
law for the Company to redeem his Preferred Shares Series B so tendered, the right of a 
holder of Preferred Shares Series B to convert the same into Common Shares, as 
hereinbefore provided in clause 2 of these Preferred Shares Series B Series Provisions, 
shall be deemed to have been exercised by such holder as at the close of business on the 
Termination Date on the Conversion Basis in effect at that time, and such registered 
holder of Preferred Shares Series B shall be deemed to have become a holder of Com- 
mon Shares of record of the Company for all purposes at such time and thereafter shall 
not be entitled to exercise any of the rights of a holder of Preferred Shares Series B. 
Forthwith following the Termination Date, the Company shall deliver or cause to be 
delivered to the former holders of the Preferred Shares Series B so converted, certifi- 
cate(s) registered in the same name as the former holder of Preferred Shares Series B 
(unless prior to such delivery the Company or the transfer agent for the Preferred 
Shares Series B at its principal office in the City of Toronto shall have received written 
instructions from such registered holder directing in whose name or names such Com- 
mon Shares are to be registered together with payment from such registered holder of 
any applicable security transfer taxes) representing the Common Shares into which such 
Preferred Shares Series B have been converted. 
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Any Preferred Shares Series B which are redeemed or converted as herein provided 
shall, upon compliance with any applicable provisions of the Act, be therefrom restored 
to the status of authorized but unissued Preferred Shares not included in any series of 
Preferred Shares. 


Liquidation, Dissolution or Winding-up 


4. 


In the event of the liquidation, dissolution or winding-up of the Company, whether volun- 
tary or involuntary, or any other distribution of assets of the Company among its share- 
holders for the purpose of winding-up its affairs, the holders of the Preferred Shares 
Series B shall be entitled to receive the amount paid up on such shares before any 
amount shall be paid or payable or assets of the Company shall be distributed to the 
holders of the Common Shares or to the holders of any other shares ranking junior to the 
Preferred Shares Series B with respect to payment of capital. After payment to the 
holders of the Preferred Shares Series B of the amount so payable to them they shall not 
be entitled to share in any further distribution of the assets of the Company. 


Restriction on Redemption 


oS: 


Except as provided in clause 3 of these Preferred Shares Series B Series Provisions, the 
Preferred Shares Series B shall not be redeemable by the Company. 


Restriction on Creation of Equal or Prior Ranking Shares 


6. 


For the purposes of this clause 6, the directors of the Company may from time to time 
determine Shareholders’ Equity as at a date not more than one hundred and eighty (180) 
days prior to the making of such determination and may determine such Shareholders’ 
Equity to be not less than a stated amount without determining the exact amount 
thereof; in making any such determination the directors shall consider and may rely on 
the last available audited consolidated balance sheet of the Company and its subsidiaries 
and/or the last available audited balance sheet of the Company reported on by the Com- 
pany’s auditors and may consider and rely on the last available unaudited consolidated 
balance sheet of the Company prepared by the accounting officers of the Company and 
upon any other financial statement, report or other data which they may consider reliable 
and upon the last available independent property valuation provided that the directors 
shall not make any such determination on the basis of any such balance sheet, state- 
ment, report, valuation or other data if to their knowledge any event has happened 
which would materially and adversely affect such Shareholders’ Equity as determined on 
such basis; upon any such determination having been made by the directors under the 
provisions hereof Shareholders’ Equity of the Company and its subsidiaries as at any 
date within a period of one hundred and eighty (180) days following the date as of which 
such determination is made (unless any further determination of such Shareholders’ 
Equity is so made within such period) shall be conclusively deemed to be not less than 
the amount stated in such determination and such determination shall be conclusive and 
binding on the Company and the holders of shares of every class. 


So long as any of the Preferred Shares Series B are outstanding the Company shall not 
issue any other Preferred Share or any share of any other class ranking in any respect 
prior to or on a parity with the Preferred Shares Series B unless Shareholders’ Equity as 
at a date not more than one hundred and eighty (180) days prior to such issue, shall be 
at least equal to one and one-half (11/2) times the aggregate par value of all Preferred 
Shares and other shares of the Company ranking in priority to or on a parity with the 
Preferred Shares Series B to be outstanding immediately after such issue; provided that 
any of such shares which have been duly called for redemption and for the redemption of 
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which adequate provision has been made assuring that such shares shall be redeemed 


within thirty-five (35) days thereafter shall be considered to have been redeemed for the 
purpose of this clause 6. 


No Dividends 
7. The Preferred Shares Series B shall not bear dividends. 


Voting 


8. The holders of the Preferred Shares Series B shall be entitled to receive notice of, and 
to attend and, either in person or by proxy, vote at (on the basis of that number of votes 
for each Preferred Share Series B equal to the Conversion’ Basis then in effect) all 
meetings of the shareholders of the Company other than separate meetings of the hold- 
ers of shares of another series of class of shares of the Company. 


Notices 


9. Unless otherwise specifically provided herein or in the Preferred Shares Class Provi- 
sions, any notice, cheque, invitation for tenders or other communication from the Com- 
pany provided for in the Preferred Shares Series B Series Provisions shall be sent to the 
holders of the Preferred Shares Series B by ordinary unregistered mail, postage prepaid, 
at their respective addresses appearing on the books of the Company or, in the event of 
the address of any such holder not so appearing then at the last known address of such 
holder. Accidental failure to give any such notice, invitation for tenders or other com- 
munication to one or more holders of the Preferred Shares Series B shall not affect the 
validity thereof, but, upon such failure being discovered, the notice, invitation for tenders 
or other communication, as the case may be, shall be sent forthwith to such holder or 
holders and shall have the same effect as if given in due time. 


Amendments 


10. The provisions of clauses 1 to 11, inclusive, of these Preferred Shares Series B Series 
Provisions, or any of them, may be repealed, altered, modified, amended or amplified 
only with the sanction of the holders of the Preferred Shares Series B given as hereinaf- 
ter specified in addition to any other approval required by the Act. 


Sanction by Holders of Preferred Shares Series B 


11. The sanction of holders of the Preferred Shares Series B as to any and all matters re- 
ferred to herein or as to any change adversely affecting the rights or privileges of the 
Preferred Shares Series B may be given and shall be deemed to have been sufficiently 
given if given by the holders of the Preferred Shares Series B in the manner provided in 
clause 12 of the Preferred Shares Class Provisions, which provisions shall apply mutatis 
mutandis as though the term “Preferred Shares Series B” were used in such clause in 
place of the term “Preferred Shares”. 


D. Common Shares. 


The Common Shares of the Company shall entitle the holders thereof to one vote at all 
meetings of shareholders, except meetings at which only holders of another specified 
class of shares are entitled to vote, and shall, subject to the rights, privileges, preferences, 
conditions and restrictions attaching to the Preferred Shares, whether as a class or a series, 
and to any other class or series of shares of the Company which rank prior to the Common 
Shares, entitle the holders thereof to receive the remaining property of the Company upon its 
liquidation, dissolution or winding-up. 
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ARTICLES OF ASSOCIATION 
OF 
BRINCO LIMITED 


TABLE A 


The regulations in Table A in the First Schedule to The Companies Act, Chapter 54 of 
the Revised Statutes of Newfoundland 1970, as amended, shall not apply to the Com- 
pany. 


INTERPRETATION 


In these Articles, if not inconsistent with the subject or context, the words standing in 
the first column of the following Table shall bear the meanings set opposite to them 
respectively in the second column thereof: 


WORDS MEANINGS 

The Act The Companies Act, (Chapter 54 of the Revised Statutes of New- 
foundland 1970, as amended). 

Articles These Articles of Association and any amendment thereto. 

The Office The Registered Office of the Company. 

The Seal The Common Seal of the Company or any official facsimile of the 
same. 

The Board The Board of Directors of the Company or the Directors present at 
a duly convened Meeting of Directors at which a quorum is present. 

The Register The Register of Shareholders of the Company. 

In writing Written or produced by any substitute for writing, or partly written 


and partly as produced. 
Paid up Paid up or credited as paid up. 


Words importing the singular number only shall include the plural number and vice 
versa; 


Words importing the masculine gender only shall include the feminine gender; 
Words importing persons shall include corporations; 


The expression “Secretary” shall include a temporary or Assistant Secretary and any 
person appointed by the Board to perform any of the duties of the Secretary; 


The expression “Treasurer” shall include a temporary or Assistant Treasurer and any 
person appointed by the Board to perform any of the duties of the Treasurer; 


“Shareholder” shall include “Member” and vice-versa; 


“Annual General Meeting” shall mean the regular General Meeting required by the 
Act to be held annually; 


“Extraordinary General Meeting” shall mean any General Meeting other than an An- 
nual General Meeting; 


Reference to any provision of the Act shall be construed as a reference to such provi- 
sion as modified by any Statute for the time being in force. 
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12. 


Subject to the last preceding Article, any words or expressions defined in the Act 
shall, if not inconsistent with the subject or context, bear the same meaning in these 
Articles. 


BUSINESS 


The Company may carry on any business which it is authorized to undertake by its 
Memorandum of Association. 


The Office shall be at such place in Newfoundland as the Board shall from time to 
time designate. - 


SHARE CAPITAL 


The authorized share capital of the Company consists of thirty-five million 
(35,000,000) Common Shares without nominal or par value and ten million 
(10,000,000) Preferred Shares with a par value of $5.50 each, issuable in series. 


The Company may from time to time by Ordinary Resolution increase its capital by 
such sum as the Resolution shall prescribe. 


Without prejudice to any special rights previously conferred on the holders of any 
shares or class of shares, any share in the Company may be issued with or have at- 
tached thereto such preferred, deferred or other special rights or such restrictions, 
whether in regard to dividend, voting, return of capital or otherwise as the Company 
may from time to time by Resolution determine. 


Any preference shares may be issued on the terms that they are, or at the option of 
the Company are, liable to be redeemed on such terms and in such manner as the 
Company may by Special Resolution determine. 


The special rights conferred upon the holders of any shares or class of shares shall 
not, unless otherwise expressly provided by the conditions of issue of such shares, be 
deemed to be altered by the creation or issue of further shares ranking pari passu 
therewith. 


Subject to the provisions of the Articles, the unissued shares of the Company shall be 
at the disposal of the Board which may allot, grant options over or otherwise dispose 
of them to such persons, at such times and for such consideration and upon such 
terms and conditions as the Board may determine. 


The Company may pay a commission to any person in consideration of his subscribing 
or agreeing to subscribe, whether absolutely or conditionally, for shares in the Com- 
pany or procuring or agreeing to procure subscriptions, whether absolute or condition- 
al, for shares in the Company, but no such commission shall exceed twenty-five per- 
cent of the amount of the subscription. 


Every person whose name is entered as a Shareholder in the Register shall be enti- 
tled, without payment, to receive upon allotment or lodgment of transfer (or within 
such period thereafter as the conditions of issue shall provide) one certificate for all his 
shares of any one class, or several certificates each for one or more of his shares of 
such class upon such terms and conditions as the Board shall from time to time 
determine. In the case of a share held jointly by several persons, delivery of a certif- 
icate to one of several joint holders shall be sufficient delivery to all. 
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13. 


14. 
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16. 


17. 


Any certificates issued for partially paid shares shall bear the endorsement “partially 
paid”. 

If a share certificate be worn out, defaced, lost or destroyed, it may be replaced on 
payment of such fee as the Board may authorize from time to time and on such terms 
as to evidence, indemnity and payment of the out-of-pocket expenses of the Company 
of investigating such evidence as the Board may think fit and, in case of defaced or a 
worn out certificate, on delivery of the old certificate to the Company. 


LIEN 


The Company shall have a first and paramount lien on every share (not being a fully 
paid share) for all moneys, whether presently payable or not, called or payable at a 
fixed time in respect of such share. The Company shall also have a first and para- 
mount lien and charge on all shares (other than fully paid shares) standing registered 
in the name of a Shareholder for all the debts and liabilities of such Shareholder or his 
estate to the Company, and that whether the same shall have been incurred before or 
after notice to the Company of any equitable or other interest of any person other than 
such Shareholder, and whether the time for the payment or discharge of the same 
shall have actually arrived or not, and notwithstanding that the same are joint debts or 
liabilities of such Shareholder or his estate and any other person whether a Share- 
holder of the Company or not. 


The Company’s lien on a share shall extend to all dividends payable thereon. The 
Board may at any time declare any share to be wholly or in part exempt from the 
provisions of this Article. 


The Company may sell, in such manner as the Board may think fit, any share on which 
the Company has a lien. No sale shall be made unless some sum in respect of which 
the lien exists is presently payable nor until the expiration of fourteen (14) days after a 
notice in writing demanding payment of the sum presently payable and stating the 
intention to sell in default shall have been given to the holder for the time being of the 
share or to the person entitled by reason of the death or bankruptcy of such 
Shareholder to the share. 


The net proceeds of sale shall be applied in or towards payment or satisfaction of the 
debt or liability in respect whereof the lien exists so far as the same is presently pay- 
able. Any residue shall (subject to a like lien for debts or liabilities not presently pay- 
able as existed upon the shares prior to the sale) be paid to the person entitled to the 
shares at the time of the sale. To give effect to any such sale the Board may authorize 
a person to transfer the shares sold to the purchaser thereof. The purchaser shall be 
registered as the holder of the shares and he shall not be bound to see to the applica- 
tion of the purchase money, nor shall his title to the shares be affected by any irregu- 
larity or invalidity in.the proceedings in reference to the sale. 


CALLS ON SHARES 


The Board may from time to time make calls upon the Shareholders in respect of any 
moneys unpaid on their shares and not by the conditions of allotment thereof made 
payable at fixed times. Each Shareholder shall (subject to the Company giving to him 
at least fourteen days’ notice specifying the time or times and place of payment) pay to 
the Company the amount called on his shares. A call may be made payable by instal- 
ments. A call may be revoked or postponed as the Board may determine. 
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A call shall be deemed to have been made at the time when the resolution of the Board 
authorizing the call was passed. 


The joint holders of a share shall be jointly and severally liable to pay all calls in 
respect thereof. 


If a sum called in respect of a share be not paid before or on the day appointed for 
payment thereof, the holder for the time being of the shares in respect of which the 
call shall have been made or the instalment shall be due, shall be liable to pay interest 
on the sum from the day appointed for payment thereof to the time of actual payment 
at such rate, not exceeding ten per cent (10%) per annum, as the Board may deter- 
mine. The Board shall be at liberty to waive payment of such interest wholly or in 
part. 


Any sum which by the terms of issue of a share becomes payable on allotment or at 
any fixed date shall for all the purposes of these Articles be deemed to be a call duly 
made and payable on the date on which, by the terms of issue, the same becomes pay- 
able, and in case of non-payment all the relevant provisions of these Articles as to 
payment of interest and expenses, forfeiture or otherwise shall apply as if such sum 
had become payable by virtue of a call duly made and notified. 


The Board may make arrangements on the issue of shares for a difference between the 
holders in the amounts of calls to be paid and in the times of payment. 


No Shareholder shall be entitled to receive any dividends, or to participate in any 
distribution, whether of capital or otherwise, while any calls together with interest and 
expenses, if any, for the time being due and payable, on every share held by him, 
whether alone or jointly with any other person, remain unpaid. 


FORFEITURE OF SHARES 


If a Shareholder fails to pay any call or instalment of a call on the day appointed for 
payment thereof, the Board may at any time thereafter during such time as any part of 
such call or instalment remains unpaid, serve a notice on him requiring payment of so 
much of the call or instalment as is unpaid, together with any interest and expenses 
which may have accrued by reason of such non-payment. 


The notice shall name a further day (not being less than fourteen (14) days from the 
date of the notice) on or before which and the place where the payment required by 
the notice is to be made and shall state that in the event of non-payment at or before 
the time and at the place appointed the shares in respect of which such call was made 
or instalment is payable will be liable to be forfeited. The Board may accept the 
surrender of any share liable to be forfeited hereunder and, in such case, references 
herein to forfeiture shall include surrender. 


If the requirements of any such notice be not complied with, any share in respect of 
which such notice has been given may at any time thereafter, before payment of all 
calls or instalments, interest and expenses due in respect thereof has been made, be 
forfeited by a Resolution of the Board to that effect. Such forfeiture shall include all 
dividends declared in respect of the forfeited shares and not actually paid before the 
forfeiture. 


When any share has been forfeited, notice of the forfeiture shall forthwith be given to 
the holder of the share or the person entitled to the share by reason of the death or 
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bankruptcy of the holder (as the case may be); but no forfeiture shall be in any manner 
invalidated by any omission or neglect to give such notice as aforesaid. 


A forfeited share shall become the property of the Company and may be sold, re- 
alloted or otherwise disposed of to any person in such manner as the Board shall 
think fit. At any time before a sale, re-allotment or other disposition of the shares the 
forfeiture may be cancelled on such terms as the Board may think fit. 


A Shareholder whose shares have been forfeited shall cease to be a Shareholder in 
respect of the forfeited shares but shall, notwithstanding, remain liable to pay to the 
Company all moneys which at the date of forfeiture were presently payable by him to 
the Company in respect of the shares with interest thereon at such rate as the Board 
may determine, not exceeding ten per cent (10%) per annum, from the date of call un- 
til payment. 


A statutory declaration in writing that the declarant is a Director or the Secretary of 
the Company and that a share has been duly forfeited on a date stated in the de- 
claration shall be conclusive evidence of the facts therein stated as against all persons 
claiming to be entitled to the share. The Company may receive the consideration (if 
any) given for the share on the sale, re-allotment or other disposition thereof and may 
execute a transfer of the share in favour of the person to whom the same is sold, re- 
alloted or otherwise disposed of, and such person shall thereupon be registered as the 
holder of the share and he shall not be bound to see to the application of the purchase 
money (if any) nor shall his title to the share be affected by any irregularity or invalidi- 
ty in the proceedings in reference to the forfeiture, sale or disposal of the share. 


TRANSFER OF SHARES 


Subject to such of the restrictions of these Articles as may be applicable, any Share- 
holder may transfer all or any of his shares by transfer in writing in the usual common 
form or in any other form which the Board may approve. 


The instrument of transfer of a share shall be executed by the transferor and in the 
case of a share that is not fully paid shall also be executed by the transferee. The 
transferor shall be deemed to remain the holder of the share until the name of the 
transferee is entered in the Register in respect thereof. All instruments of transfer, 
when registered, shall be retained by the Company or by its transfer agent or one of its 
branch transfer agents. 


The Board may, in its absolute discretion and without assigning any reason therefore, 
decline to register any transfer of shares (other than fully paid shares) to a person of 
whom it shall not approve. The Board may also decline to register any transfer of 
shares on which the Company has a lien. 


The Board may also decline to recognize any instrument of transfer unless: 


(a) The instrument of transfer is lodged with the Company accompanied by the certif- 
icate of the shares to which it relates, and such other evidence as the Board may 
reasonably require to show the right of the transferor to make the transfer; and 


(b) The instrument of transfer is in respect of only one class of share. 


If the Board refuses to register a transfer it shall, within two (2) months after the date 
on which the transfer was lodged, send to the transferee notice of the refusal. 
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The Company shall be entitled to charge a fee, in such an amount as the Board may 
determine, on the registration of every probate, letters of administration, certificate of 
death or marriage, power of attorney, distringas notice or other instrument relating to 
or affecting the title to any share. 


(1) Where a transmission of shares or other securities of the Company takes place by 
virtue of any testamentary act or instrument, or in consequence of an intestacy, 
and the probate of the will or letters of administration or document testamentary, 
or other judicial or official instrument under which the title, whether beneficial or 
as trustee, or the administration or control of the personal estate of the deceased 
is claimed to vest, purports to be granted by any court or authority in Canada, 
or in the United Kingdom, or in any of Her Majesty's dominions, or in any of 
Her Majesty’s colonies or dependencies, or in any foreign country, the probate of 
the said will or the said letters of administration or the said document testamen- 
tary or, in the case of a transmission by notarial will in the Province of Quebec, a 
copy thereof duly certified in accordance with the laws of the said Province, or the 
said other judicial or official instrument, or an exemplified copy thereof or extract 
therefrom under the seal of such court of other authority, without any proof of the 
authenticity of such seal or other proof whatever, shall be produced; and a copy 
thereof, together with a declaration in writing showing the nature of such 
transmission, signed and executed by such one or more of the persons claiming by 
virtue thereof as the Company may require, or, if any such person is any other 
company, signed and executed by an officer of such other company, shall be depo- 
sited with an officer of the Company or other person authorized by the Directors of 
the Company to receive the same. 


(2) Such production and deposit shall be sufficient justification and authority to the 
Directors for paying the amount or value of any dividend, coupon, bond, debenture- 
or obligation or share, or transferring, or consenting to the transfer of any bond, 
debenture or obligation or share, in pursuance of, and in conformity with such 
probate, letters of administration or other such document. 


(3) Any transfer of the shares or other interest of a deceased Shareholder made by 
his personal representative shall, notwithstanding such personal representative is 
not himself a Shareholder, be of the same validity as if he had been a Shareholder 
at the time of his execution of the instrument of transfer. 


Upon the production of such evidence, as may be prescribed by these Articles or 
required by the Board, any person becoming entitled to a share in consequence of the 
death, bankruptcy or insolvency of a Shareholder may either be registered himself as 
holder of the share or elect to have some person nominated by him as his transferee 
thereof. 


The production of the evidence required by the Board or these Articles shall be suffi- 
cient justification and authority for the Company to permit the transfer of the share in 
pursuance and in conformity with such evidence. 


If the person shall elect to be registered himself, he shall deliver or send to the Com- 
pany a notice in writing signed by him, stating that he so elects. If he elects to have 
his nominee registered, he shall testify his election by executing to his nominee a 
transfer of such share. 


A person becoming entitled to a share in consequence of the bankruptcy or insolvency 
of a Shareholder shall be entitled to receive and give a discharge for any dividends or 
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other moneys payable in respect of the share, and to receive notices of or to attend or 
vote at Meetings of the Company, and to exercise in respect of the share any of the 
rights or privileges of a Shareholder if he becomes registered as the holder of the 
share. 


GENERAL MEETINGS 


(1) The Company shall in each year hold an Annual General Meeting. No more than 
fifteen (15) months shall elapse between the date of one Annual General Meeting 
of the Company and that of the next. The Annual General Meeting shall be held at 
such time and place as the Board shall appoint. 


(2) Extraordinary General Meetings may be called by the Board for such time and 
place as it thinks fit. 


(3) On the requisition of Shareholders holding at the date of the deposit of the 
requisition not less than one-tenth ('/:9) of the issued share capital of the Company 
of the class or classes that at the date of the deposit carry the right to vote at the 
Meeting to be called pursuant to such requisition, the Board shall forthwith duly 
proceed to call an Extraordinary General Meeting. 


(4) The requisition of Shareholders shall state the general nature of the business to be 
transacted at the Meeting and shall be signed by the requisitionists and deposited 
at the Office of the Company. 


(5) Where the Board does not within twenty-one (21) days from the date of the deposit 
of the requisition duly proceed to call such a Meeting, the requisitionists, or any 
one of them representing more than one-half (1/2) of the total voting rights of all of 
them, may themselves call such Meeting, but any Meeting so called shall not be 
held after the expiration of three months from the said date. 

(6) A Meeting called under paragraph 5 of this Article by the requisitionists shall be 
called in the same manner as that in which Extraordinary General Meetings are 
to be called pursuant to the Articles. 


NOTICE OF GENERAL MEETINGS 


Annual and Extraordinary General Meetings of the Company shall be called by giving 
at least sixteen (16) days’ notice in writing. The notice shall specify the place, the day 
and the hour of the Meeting, and, in the case of special business, the general nature of 
that business. 


Notice of every such Annual or Extraordinary General meeting shall be given to such 
persons as are, in accordance with these Articles, entitled to receive such notices from 
the Company, and also to the Auditors of the Company for the time being. 


The accidental omission to give notice of any Meeting or (in cases where instruments 
of proxy are sent out with the notice) the accidental omission to send such instrument 
of proxy to, or the non-receipt of notice of a Meeting or such instrument of proxy by 
any person entitled to receive notice shall not invalidate any Resolution passed or 
proceedings taken at that Meeting. 


PROCEEDINGS AT GENERAL MEETINGS 


All business shall be deemed special that is transacted at an Extraordinary General 
Meeting. All business that is transacted at an Annual General Meeting with the excep- 
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tion of the consideration of the accounts and balance sheet and the reports of the 
Directors and Auditors, and the election of Directors and Auditors shall be deemed 
special. 


No business shall be transacted at any General Meeting unless a quorum be present 
when the Meeting proceeds to business. Save as otherwise provided by these Articles, 
three (3) persons, present at the Meeting and entitled to vote representing either 
personally or as proxies at least ten per cent (10%) of the issued share capital, shall be 
a quorum for all purposes. A corporation being a Shareholder shall be deemed for the 
purpose of this Article to be personally present if presented by proxy. 


If within half an hour after the time appointed for a General’"Meeting a quorum be not 
present, the Meeting shall stand adjourned to the same day in the next week at the 
same time and place or to such other day, time and place as the Board may determine, 
and the provisions of Article 50 shall apply. If at such adjourned General Meeting a 
quorum be not present with fifteen (15) minutes after the time appointed for holding 
the General Meeting, the Meeting shall be dissolved. 


The Chairman, or in his absence the President, shall preside as Chairman at every 
General Meeting of the Company. 


If at any General Meeting the Chairman or the President be not present within fifteen 
(15) minutes after the time appointed for holding the Meeting, or if neither of them be 
willing to act as Chairman of the Meeting, the Directors present shall choose one of 
their number to act, or if one Director only be present he shall preside as Chairman if 
willing to act. If no Director be present, or if all the Directors present decline to take 
the chair, the Shareholders present shall choose one of their number to be Chairman 
of the Meeting. 


At each General Meeting of the Company one or more scrutineers may be appointed by 
Resolution of the Meeting or by the Chairman presiding at the Meeting with the con- 
sent of the Meeting to serve at that General Meeting. Such scrutineers need not be 
Shareholders of the Company. If a person so appointed shall be unable or unwilling to 
act, the Chairman presiding at the Meeting shall appoint a substitute to act in his 
stead. 


The Chairman of any General Meeting may, with the consent of any General Meeting 
at which a quorum is present (and shall if so directed by the General Meeting), ad- 
journ the Meeting from time to time and place to place. No business shall be trans- 
acted at any adjourned General Meeting except business which might lawfully have 
been transacted at the General Meeting from which the adjournment took place. When 
a General Meeting is adjourned for thirty (30) days or more notice of the adjourned 
Meeting shall be given as in the case of an original Meeting. Save as aforesaid, it shall 
not be necessary to give any notice of the adjournment or of the business to be 
transacted at an adjourned General Meeting. 


At any General Meeting a Resolution put to the vote at the Meeting shall be decided 
on a show of hands unless (before or immediately following the declaration of the 
result of the show of hands) a poll be demanded by the Chairman of the Meeting or by 
at least a Shareholder or Shareholders representing not less than five percent (5%) of 
shares represented in person or by proxy and entitled to vote or as may in special 
instances be required by law. Unless a poll be so demanded, a declaration by the 
Chairman of the Meeting that a Resolution has, on a show of hands, been carried or 
carried unanimously or by a particular majority or not carried by a particular majority 
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or lost, and an entry to that effect in the book of proceedings of the Company shall be 
conclusive evidence thereof without proof of the number of proportion of the votes 
recorded in favour of or against such a Resolution. 


If any votes shall be counted which ought not to have been counted or might have 
been rejected the error shall not vitiate the Resolution unless it be pointed out at the 
same Meeting and unless it shall, in the opinion of the Chairman of the Meeting, be of 
sufficient magnitude to vitiate the Resolution. 


If a poll be duly demanded the result of the poll shall be deemed to be the Resolution 
of the Meeting at which the poll was demanded. 


In case of an equality of votes at a General Meeting, whether on a show of hands or on 
a poll, the Chairman of such Meeting shall be entitled to a second or casting vote. 


A poll demanded on the election of a Chairman or on a question of adjournment shall 
be taken forthwith. A poll demanded on any other question shall be taken at such time 
and place and in such manner as the Chairman of the Meeting directs. 


VOTES OF SHAREHOLDERS 


Subject to any special terms as to voting upon which any shares may be issued or 
held: 


(a) Upon a show of hands every Shareholder present in person and entitled to vote 
shall, save as to the casting vote of the Chairman, have one (1) vote only; 


(b) Upon a show of hands, every proxy, who is not a Shareholder and who represents 
a Shareholder entitled to vote, shall, save as to the casting vote of the Chairman, 
have one (1) vote only; 


(c) Upon a poll every Shareholder present in person or by proxy and entitled to vote 
shall, save as to the casting vote of the Chairman, have one (1) vote for every 
share held by him; 


(d) Where a corporation being a Shareholder -entitled to vote is present by proxy, or 
by a person duly appointed who is not a Shareholder, such proxy or person, shall 
in addition to voting on a poll, be entitled to vote for such corporation upon a show 
of hands. 


(e) If a Shareholder is a lunatic or idiot he may vote by his committee, guardian, 
curator bonis or other legal curator. 


No Shareholder shall be entitled to vote at any General Meeting unless all calls, in- 
stalments in arrears or other sums presently payable by him in respect of shares in the 
Company have been paid. 


The demand for a poll shall not prevent the continuance of a General Meeting for the 
transaction of any business other than the question on which the poll has been 
demanded. 


In the case of joint holders of a share the vote of the holder whose name stands first in 
the Register and who tenders a vote, whether in person or by proxy, shall be accepted 
to the exclusion of the votes of the other joint holders. 


No objection shall be raised to the qualification of any voter except at the General 
Meeting or adjourned Meeting at which the vote objected to is given or tendered, and 
every vote not disallowed at such Meeting shall be valid for all purposes. Any such 
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objection made in due time shall be referred to the Chairman of the Meeting, whose 
decision shall be final and conclusive. 


The instrument appointing a proxy shall be in writing under the hand of the Share- 
holder or his attorney duly authorized in writing or, if the Shareholder be a corpora- 
tion, either under its Common Seal or under the hand of an officer or its attorney duly 
authorized. 


A proxy need not be a Shareholder of the Company. 


The instrument appointing a proxy and the Power of Attorney or other authority (if 
any) under which it is signed, or a notarially certified copy of such Power or authority, 
shall be deposited at the address fixed by the Notice of the General Meeting not less 
than forty-eight (48) hours before the time appointed for holding the Meeting or 
adjourned Meeting at which the person named in the instrument proposes to vote. 


The instrument appointing a proxy shall be valid only for the Meeting for which it is 
given or any adjournment thereof. 


The Board may send out with the notice of any General Meeting instruments of proxy 
for use at the Meeting. Where it is desired to afford Shareholders the opportunity of 
instructing their proxies to vote for or against the Resolution to be submitted to the 
Meeting, such instruments of proxy shall be in the following form or in any other form 
of which the Board shall approve. 


(NAME OF COMPANY) 
PROXY 

Solicited by 
The undersigned shareholder of (INSERT NAME OF COMPANY) hereby appoints 
or failing him, 
as the proxy of the undersigned to vote for and on behalf of the undersigned and in respect of all of the 
undersigned’s holdings of shares or the following lesser number, namely, at the 

General Meeting of the Company to be held on the 19 , and at any ad- 
journment thereof, with authority to vote at the said proxy’s discretion unless otherwise specified below. The 
said proxy is hereby directed to vote 
FOR AGAINST Resolution No. 


Date 1D EAS ORE Re eee OR LN MIE fo at rea cucscen Gotteore dao uone Goaeon's 
Signature 


A vote given in accordance with the terms of an instrument of proxy shall be valid 
notwithstanding the previous death or insanity of the Shareholder or revocation of the 
instrument of proxy or of the authority under which it was executed, or the transfer of 
the share in respect of which the instrument of proxy is given, provided that no notice 
in writing of such death, insanity, revocation or transfer shall have been received by 
the Company at the Office at least forty-eight (48) hours before the commencement of 
the Meeting or adjourned Meeting, at which the instrument of proxy is used. 


DIRECTORS 


The Company shall be managed by a Board of not less than five (5) Directors nor more 
than twenty-one (21). Within such limitations, the Board may from time to time by 
Resolution determine the number of Directors. 
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The Directors shall be elected at the Annual General Meeting of the Company. 


Each Director shall have the power, subject to the approval of the Board, to appoint 
any person to act as alternate Director in his place during his absence and may at his 
discretion remove or, with the approval of the Board, replace such alternate Director. 
A person so appointed shall, in the absence of his appointor, have all the rights, duties 
and powers of a Director during the period of his appointment (apart from the power to 
appoint an alternate) and shall be subject in all respects to the terms and conditions 
existing with reference to the other Directors of the Company, and each alternate 
Director, while so acting in such appointor’s absence, shall exercise and discharge all 
the functions, powers and duties of his appointor in his capacity as a Director. The 
entitlement of alternate Directors to remuneration shall be determined by the Board. 
An alternate Director shall ipso facto cease to be an alternate Director if his appointor 
ceases for any reason to be a Director, provided that if any Director retires at an An- 
nual General Meeting but is re-elected at the same Meeting, any appointment made by 
him pursuant to this Article which was in force immediately before his retirement shall 
remain in force as though he had not retired. 


All appointments and removals of an alternate Director shall be effected by instrument 
in writing delivered to the Chairman and the Secretary and signed by the appointor. 


The Board shall have power, from time to time and at any time, to appoint any person 
to be a Director, either to fill a vacancy occurring in or as an addition to the Board, 
but so that the total number of Directors shall not exceed the maximum prescribed in 
these Articles; any Directors so appointed shall hold office until the next Annual Gen- 
eral Meeting of the Company. 


A Director shall not be required to hold any shares in the capital stock of the Com- 
pany by way of qualification. 


At every Annual General Meeting all of the Directors for the time being shall retire 
from office. Such retiring Director shall retain office until the close of the Meeting at 
which he retires and shall be eligible for re-election. 


Unless by Resolution of the Board specifically otherwise provided with respect to any 
retiring Director, no person who has attained the age of 70 shall be eligible for 
appointment, election, or re-election as a Director. 


No person, other than a Director retiring at a General Meeting, shall be eligible for 
election to the office of a Director at such Meeting unless recommended by the Board 
or, unless not less than three (3) days before the day appointed for the Meeting, there 
shall have been given to the Secretary notice in writing by a Shareholder duly qualified 
to vote at the Meeting for which such notice is given of his intention to propose such 
person for election as well as notice in writing signed by the person to be proposed of 
his willingness to be.elected. 


The Company in General Meeting may by Special Resolution remove any Director, 
before the expiration of his period of office, and may by Ordinary Resolution appoint 
another person in his stead. The person so appointed shall hold office during such time 
as the Director in whose place he is appointed would have held office if he had not 
been removed. 


The Directors shall be entitled to such remuneration as the Board shall from time to 
time determine and such remuneration shall be in addition to the salary paid to any 
officer of the Company who is also a Director. The Directors shall also be entitled to 
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be paid their reasonable travelling, hotel and incidental ‘expenses of attending and 
returning from Meetings of the Board or Committees of the Board or General Meet- 
ings, or otherwise incurred while engaged on the business of the Company. 


Any Director who, by request, performs special services may be paid such extra 
remuneration as the Board may determine. 


A Director of the Company may become a Director or officer of or be otherwise in- 
terested in any company promoted by the Company or in which it may be interested. 
No such Director shall be accountable for any remuneration or other benefits received 
by him as a Director or officer of or from his interest in such other company. The 
Board may also exercise the voting power conferred by the -shares in any other com- 
pany held or owned by the Company in such manner as it thinks fit, including voting 
for the appointment of a member of the Board to become a director or officer of such 
other company, or voting or providing for the payment of remuneration to the Directors 
or officers of such other company. Any Director of the Company may vote in favour of 
the exercise of such voting power by the Company notwithstanding that he may be or 
become a Director or officer of such other company and as such, or in any other man- 
ner, is or may be interested in the exercise of such voting rights. 


(a) A Director may hold any other office or place of profit under the Company (except 
that of Auditor) upon such terms and remuneration as the Board may determine. 
Subject to the next paragraph of this Article, no Director or proposed Director 
shall be disqualified from contracting with the Company, either with regard to his 
tenure of any such other office or place of profit or as vendor, purchaser or in any 
other manner whatever. No such contract or any contract or arrangement entered 
into by or on behalf of the Company in which any Director is in any way interested 
shall be liable to be voided. Any Director so contracting or being so interested 
shall not be liable to account to the Company for any profit realized. 


(b) A Director who is in any way, directly or indirectly, interested in a contract or 
arrangement or proposed contract or arrangement with the Company shall declare 
the nature of his interest at the Meeting of the Board at which the question of en- 
tering into the contract or arrangement is first discussed or at the first Meeting of 
the Board after he becomes interested. A notice to the Board given by a Director 
that he is a Shareholder, director or member of a specified company or firm and is 
to be regarded as interested in all transactions with such company or firm shall be 
a sufficient declaration of interest. After such notice, it shall not be necessary to 
give any further notice relating to any subsequent transaction with such company 
or firm, provided that the notice is given at a Meeting of the Board or the Director 
giving the same takes reasonable steps so that it is read at the next Board Meeting 
after it is given. 


(c) Subject to the provisions of the last two paragraphs, a Director may vote in res- 
pect of any contract or arrangement in which he is interested, and if he does so 
vote his vote shall be counted and he may be counted, whether he votes or abs- 
tains, in ascertaining whether a quorum is present at any Meeting at which any 
such contract or arrangement shall come before the Board for consideration. 


(d) Any Director may act by himself or his firm in a professional capacity for the 
Company (otherwise than as Auditor), and he or his firm shall be entitled to 
remuneration for such professional services. 
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The office of a Director shall be vacated ipso facto in any one of the following events: 


(a) If he resigns his office by notice in writing to the Company and such resignation is 
accepted by the Board; 

(b) If he be found or becomes of unsound mind, mentally incompetent or is interdicted, or 
becomes bankrupt; 

(c) If he be prohibited from being a Director by reason of any Order made under the Act; 

(d) If he be removed from office pursuant to a Special Resolution of the Company. 


PROCEEDINGS OF THE BOARD 


The Board may meet in Newfoundland or elsewhere as the Directors may from time to 
time determine. The President may at any time and a Director may upon at least four- 
teen (14) days’ notice in writing request the Secretary to convene a Board Meeting. 
Upon such a request, the Secretary shall convene a Meeting. Notice of Board Meet- 
ings of at least seven (7) days by mail or at least two (2) days by telex, telegram or 
cable shall be given to all Directors. Meetings of the Board may be held at any time 
without formal notice if all the Directors are present or those absent have waived 
notice or have signified their consent in writing or by telex, telegram or cable 
addressed to the Secretary to the Meeting being held in their absence. Notice of any 
Meeting or any irregularity in any Meeting or in the notice thereof may be waived by 
any Director. Questions arising at any meéting shall be determined by a majority of 
votes. In case of an equality of votes on any question the Chairman of the Meeting 
shall have a casting vote. 


The quorum necessary for the transaction of the business of the Board may be fixed by 
the Board and, if not fixed, shall be three (3). 


The Board may act notwithstanding any vacancy in the number of Directors so long as 
a quorum remains in office. Notwithstanding the foregoing, if the number of Directors 
continuing in office is less than the quorum of Directors necessary for the transaction 
of the business of the Board, the Directors continuing in office may act to fill any or all 
of the vacancies on the Board or summon a General Meeting of the Company. 


The Chairman or, in his absence, the President shall preside as Chairman at every 
meeting of the Board. If at any meeting of the Board the Chairman or the President be 
not present within fifteen (15) minutes after the time the Meeting is convened for, the 
Directors present may choose one of their number to be the Chairman of the Meeting. 


A Meeting of the Board at which a quorum is present shall be competent to exercise 
all powers and discretions for the time being exercisable by the Board. 


The Board may delegate any of its powers to committees, or a member or members of 
the Board as it sees fit. Any committee so formed shall, in the exercise of the dele- 
gated powers, conform to any regulations that may be imposed on it by the Board. 
Unless specifically authorized by the Board, no such committee shall allot or issue 
shares, forfeit shares, make calls on shares, grant options to purchase shares, declare 
dividends, or create or issue funded debt. 


If and when there are more than six (6) Directors the Board may from time to time 
elect from its members an Executive Committee consisting of such number of mem- 
bers as the Board may from time to time determine, but not less than three (3), who 
shall hold office as members of the Executive Committee during the pleasure of the 
Board. Unless otherwise determined by the Board, the Chairman, President and Sec- 
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retary of the Company shall be Chairman, Deputy Chairman and Secretary of the 
Executive Committee respectively. In the absence of the Chairman, the Deputy 
Chairman shall act as Chairman of the Executive Committee. A quorum for meetings 
of the Executive Committee shall be a majority of its members or such greater number 
as Shall be fixed from time to time by the Executive Committee. Questions arising at 
any meeting shall be determined by a majority of votes. So long as a quorum of the 
Executive Committee remains in office, the continuing members may act not- 
withstanding any vacancy in the Committee. Subject to the foregoing the Executive 
Committee may, from time to time, make, vary or repeal regulations governing the 
convening and conduct of its meetings. 


> 


So long as the Board is not sitting, the Executive Committee shall possess and may 
exercise all powers of the Board in the management and direction of the operations of 
the Company, subject to the restrictions of Article 83 hereof and any others from time 
to time imposed by the Board, in such manner as the Executive Committee shall deem 
best in the interests of the Company. 


A Record of all decisions taken by each Meeting of the Executive Committee shall be 
kept in a minute book provided for the purpose. At each Meeting of the Board the 
Executive Committee shall table any minutes of the Executive Committee held since 
the last Board Meeting. 


A Resolution in writing signed by all Directors entitled to receive notice of a Meeting 
of the Board or by all the members of a committee for the time being shall be as valid 
and effectual as a Resolution passed at a Meeting of the Board or, as the case may be, 
of such committee duly called and constituted. Such Resolution may be contained in 
one document or in several counterparts in like form each signed by one or more of the 
Directors or members of the committee concerned. 


All acts of the Board or a committee of the Board or any person acting as a Director, 
notwithstanding it be afterwards discovered that there was some defect in the ap- 
pointment of any such Director or person so acting or that any of them had vacated his 
office, shall be as valid as if every such person had been duly appointed and had con- 
tinued to be a Director. 


FIXING RECORD DATE 


The Board may fix a time in the future not exceeding thirty (30) days preceding the 
date of any General Meeting or the date fixed for the payment of any dividend or the 
making of any distribution or the delivery of evidences of any interests, or for the al- 
lotment of any rights, or when any change or conversion or exchange of shares shall go 
into effect as a record date for the determination of the Shareholders entitled to notice 
of, and to vote at, any such meeting, or, as the case may be, entitled to receive any 
such dividend or distribution or interests or any such allotment of rights or to exercise 
the rights in respect to any such change, conversion or exchange of shares, and in 
such case only such Shareholders as shall be Shareholders of record at the close of 
business on the date so fixed shall be entitled to such notice of and to vote at such 
Meeting or as the case may be to receive such dividend, distribution, interests or al- 
lotment of rights or to exercise such rights, notwithstanding any transfer of any shares 
on the books of the Company after the record date fixed as aforesaid. 
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POWERS AND DUTIES OF DIRECTORS 


The business of the Company shall be managed by the Board, which may exercise all 
such powers of the Company as are not by the Act or by these Articles required to be 
exercised by the Company in General Meeting. 


The Board may by power of attorney appoint any company, firm or person to be the 
attorney or attorneys of the Company for such purposes and with such powers and 
subject to such conditions as it may see fit. Any such power of attorney may contain 
such provisions for the protection and convenience of persons dealing with any such 
attorney as the Board may see fit, and authorize any such attorney to sub-delegate all 
or any of the powers vested in him. 


OFFICIAL SEAL 


The Company may have an Official Seal for use within or outside of Newfoundland. 


BRANCH REGISTERS 


The Company may keep one or more Branch Registers and appoint a transfer agent 
and one or more Branch transfer agents with respect to any class of the shares 
constituting all or part of its authorized share capital. The Board may make and vary 
such regulations as it may see fit respecting the keeping of any such Registers and 
appointment of transfer agents. 


OFFICERS 


The officers of the Company shall be a Chairman, a President, one or more Vice-Presi- 
dents as the Board shall deem advisable, a Secretary, a Treasurer and such other of- 
ficers as may from time to time be determined by the Board. None of such officers 
except the Chairman and the President need be a member of the Board. Any two (2) 
offices may be held by the same person except those of Chairman and Secretary and 
President and Secretary. 


The Board shall annually or oftener, as may be required, elect from among its own 
number a Chairman and a President and appoint one or more Vice-Presidents, a Sec- 
retary and a Treasurer. If any one of such offices shall at any time be or become va- 
cant by reason of death, resignation, disqualification or otherwise, the Board may by 
Resolution elect or appoint a person to fill such vacancy. 


The Board may from time to time appoint such other officers, assistant officers and 
agents as it shall deem necessary, who shall have such authority and shall perform 
such duties as from time to time shall be prescribed by the Board. 


In the case of the absence or inability to act of any officer of the Company or for any 
other reason that the Board may deem sufficient, the Board may delegate all or any of 
the powers of such officer to any other officer or to any Director for the time being. 


The Board shall fix the remuneration of the Chairman and President and, subject to 
the direction of the Board, the President shall fix the remuneration of all other officers 
elected or appointed by the Board. Any officer, agent, servant or employee of the 
Company may receive such remuneration as may be determined for his services in 
such capacity notwithstanding that he is a Director or Shareholder of the Company. 


All officers, assistant officers and agents elected or appointed by the Board shall be 
subject to removal by resolution of the Board at any time with or without cause. 
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CHAIRMAN 


The Chairman shall, subject to the Articles, preside at all meetings of the Board, Gen- 
eral Meetings and other Meetings of Shareholders and he shall have such other pow- 
ers and duties as the Board may from time to time determine. In the event of the 
resignation, death or incapacity of the President, the Chairman shall act as Chief 
Executive Officer and have all the powers and responsibilities of the President until 
such time as the Board designates another person to act as Chief Executive Officer or 
elects a President. 


PRESIDENT 


The President shall be the Chief Executive Officer of the Company. He shall have 
general and active management of the business and affairs of the Company and with- 
out limitation to the foregoing: 


(a) he shall have general superintendence and direction of all the other officers of the 
Company; 


(b) he shall submit the annual report of the Board, if any, and the annual balance 
sheets and financial statements of the business and affairs and reports on the fi- 
nancial position of the Company to the Annual General Meeting and from time to 
time he shall report to the Board all matters within his knowledge which the in- 
terest of the Company requires to be brought to their attention; 


(c) he shall be ex-officio a member of all standing committees. 


The tenure of office of the Chairman or the President shall ipso facto terminate if he 
ceases to be a Director. 


VICE-PRESIDENT 


The Vice-President, or, if more than one, the Vice-Presidents shall exercise such pow- 
ers and authority and perform such duties as may from time to time be prescribed by 
the Board or by the Chief Executive Officer. 


SECRETARY 


The Secretary shall have custody of the minute books of the Company. He shall, when 
directed so to do by the Board or the President, issue or cause to be issued notices of 
Meetings of the Board, General Meetings and other Meetings of Shareholders. He 
shall sign such instruments as require his signature and shall perform such other 
duties as are incident to his office or as the Board or the President may from time to 
time properly require him to do. 


TREASURER 


The Treasurer shall, subject; to the direction and control of the President and the per- 
son designated by the Board as Chief Financial Officer, have the care and custody of 
all the funds and securities of the Company and shall deposit the same in the name of 
the Company in such bank or banks or with such depositary or depositaries as the 
Board may direct. He shall sign or countersign such instruments as require his signa- 
ture and shall perform all duties incident to his office or that are properly required of 
him by the Board or the President. He may be required to give such bond for the 
faithful performance of his duties as the Board in its discretion may require and no 
Director shall be liable for failure to require any bond or for the insufficiency of any 
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bond or for any loss by reason of the failure of the Company to receive any indemnity 
thereby provided. 


PENSIONS AND ALLOWANCES 


The Board may grant pensions, gratuities, or annuities or other allowances including 
allowances on death, to any person or to the widow or dependants of any person in 
respect of services rendered by him to the Company or indirectly as an executive of- 
ficer or employee of any subsidiary company of the Company or of its holding company 
(if any), notwithstanding that he may be or may have been a Director of the Company 
and may make payments towards insurances or trusts for such purposes in respect of 
such persons and may include rights in respect of such pensions, gratuities, annuities 
and allowances in the terms of engagement of any such person. 


THE SEAL 


The Seal shall be affixed by the Secretary, or in his absence by any other officer of the 
Company, to all instruments in writing requiring execution under the Seal of the Com- 
pany. All forms of certificate representing any form of security shall be issued under 
the Seal and bear the signatures of the Chairman or the President and the Secretary. 
The signature of the Chairman, the President and Secretary respectively, may be 
printed, engraved or otherwise mechanically reproduced on the certificates and such 
printed, engraved or otherwise mechanically reproduced signatures shall for all pur- 
poses be deemed the signatures of such Chairman, President and Secretary respec- 
tively. With respect to shares for which the Board has appointed one or more transfer 
agents and registrars, certificates for such shares shall be countersigned by or on 
behalf of one of the said transfer agents and registrars. 


EXECUTION OF INSTRUMENTS 


Instruments in writing requiring execution, under the Seal or otherwise, by the Com- 
pany shall be signed by any two (2) persons holding office as Chairman, President or 
Vice-President, or any one person holding one of the foregoing offices together with 
any one of the Secretary or the Treasurer, (provided that in no case shall the same 
person sign and countersign the same instrument) and all instruments in writing so 
executed shall be binding upon the Company. 


The Board may, however, from time to time by resolution appoint any officer, agent or 
employee of the Company or other person whom it may select to execute and deliver 
in the name and on behalf of the Company, instruments in writing generally or specific 
instruments in writing which may be necessary or advisable for the purposes of the 
Company and all instruments so executed and delivered shall be binding upon the 
Company. 


The Board shall also have power from time to time to authorize by resolution such of- 
ficer or officers of the Company as it may select to execute and deliver in the name 
and on behalf of the Company and under its Seal a power of attorney appointing any 
officer, agent or employee of the Company or other person the attorney or attorneys of 
the Company to execute and deliver in the name and on behalf of the Company 
instruments in writing generally or specific instruments in writing which may be nec- 
essary or advisable for the purposes of the Company. Any and all such instruments in 
writing made, executed and delivered pursuant to the authority thereby conferred 
shall have full force and effect and be binding upon the Company. 
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The Secretary or another officer in his absence may certify that any instrument in 
writing, minutes or extract thereof is a true copy and he may affix the Seal thereto. 


All cheques, promissory notes, drafts, bills of exchange and other negotiable and 
transferable instruments and all receipts for moneys paid to the Company shall be 
signed, drawn, accepted, endorsed or otherwise executed, as the case may be, in such 
manner as the Board shall from time to time by resolution determine. 


BORROWING POWERS 


The Board may from time to time at its discretion raise or borrow money for the pur- 
pose of the Company’s business and may secure the repayment of the same by 
mortgage or charge upon the undertaking and the whole or any part of the assets and 
property of the Company (present and future) including its uncalled or unissued capi- 
tal, and may issue bonds, debentures or debenture stock payable to bearer or other- 
wise give and grant securities under the Bank Act and generally raise or borrow money 
for the purposes of the Company, secured or charged upon the whole or any part of 
the assets and properties of the Company, or otherwise as may be advisable or neces- 
sary in the interests of the Company. 


Any bonds, debentures, debenture stock or other securities, issued or to be issued by 
the Company, shall be under the control of the Board, which may issue them assigna- 
ble free from any equities between the Company and the person to whom the same 
may be issued and/or upon such other terms and conditions and in such manner and 
for such consideration as it shall consider to be for the benefit of the Company. 


Any bonds, debentures, debenture stock or other securities may be issued at a dis- 
count, premium, or otherwise and with any special privileges as to redemption, sur- 
render, drawing, conversion or otherwise. 


DIVIDENDS 


Subject to the rights and interests of the holders of any shares, the Board may, from 
time to time, by resolution, declare dividends and pay the same out of the funds of the 
Company available for that purpose. 


The resolution of the Board declaring a dividend may direct payment of such dividend 
wholly or in part by the distribution of specific assets and in particular of paid-up 
shares, debentures or debenture stock of the Company, or of any other company, or in 
any one or more of such ways. Where any difficulty arises in regard to the distribution 
the Board may settle the same as it thinks expedient, and may fix the value for 
distribution of such specific assets, or any part thereof, and may determine that such 
payments shall be made to any Shareholders upon the footing of the value so fixed in 
order to secure equality of distribution, and may vest any such specific assets in trus- 
tees upon such trust for the persons entitled to the dividends as may seem expedient 
to the Board. 


The Board may from time to time pay to the Shareholders such interim dividends as 
appear to the Board to be justified by the position of the Company. The Board may 
also pay the fixed dividend payable on any preference shares of the Company half- 
yearly, quarter-yearly or otherwise on fixed dates, whenever such position, in the 
opinion of the Board, justifies that course. 


18 


Os ; a ti a : A 5 7 v 7 7 . anil om 

ss 1 os » 1 ’ 4 7 ox y a " 4 , i” a hie 
: 1s @ , A ‘ se an o ‘ beh ry ’ e ue rd mi : 
ow ) a 7 : Rowse” aes ute vain a0 5 8 ellen dadeindl 

2 > Hh ; U ¥ M . » : 

* : er al : aa i hae) ; 


baa alte Lg ud 
ef iu wile iat os 


wars KOR ASe 
ao] > > a | 7 : 4 — ol . g 
, = ae inl He ret aD es 
rm i jah 2a 2B ales gu maida ase”; 
a ee on Ne 
( 7 it ‘ 
tar, | ee — ens 
. ray - : e ae iad Vs oe 7 al 
: io a6 7 ’ 
7 ha <1 y 7s # 14. 
i a oe w_ 45. : 
ae 7 ed adie _ ie: at a 


och, hal rg pel 590 6 vies ee i: 0 PP po sa ' aM 4 ae rit 2% 1 nvm oe ‘BOY 
vel SHrip 1 ohh Vo: Simiregncyan 4 omatea aes Th eget ee 
oat women Om2, te fag ' gene! Ol atts eat lire santatesbiny| ‘sis niagara “oe a 

i igus & tot ait Tt Dadla-nitt 2 rk va me Cum nih bas ti sang) 7 pene peed: SH | af ‘ 
set yy Ao eae eal op yer wt * voit) on ny ree tat 15 aN ula. iy ofan ya “" bins df , 

, va) | ‘aa teed. tee of sur ule orgy Bris S RA wd oat sat ii) Mat ut e fmitg ib ove iW 


ete \ i - a 
to pas yin wo clouds © sided. Be apindl | ay Di PDUs aes peroneal ag aris eH 
299 we Ww elitealyios ot vonctt “a pay Y aso WX SHG ' 5 oil) | ‘ule 4 ORa yop ‘h 
i / ae Lea ‘at ‘aie spud qld mire 
5 fl 
om is } i rh 7 H —_ A a 
“ ‘ hy ‘ wit ny wk hw yer 2 ity ur on im rite ¥¢ 2 pe te syniine ne — oe OT 
ORR Bee aa TS Nee Tee 8 owed . 4 
, SS Pe! Ay Lt e 17 Psi aye Vam ni arf F\ ‘ob LPs 2° 2M | $8 a i % aban aS tts H slate 5 vil ee i. 


| Bip ce crate ot noerocy nak ie eegan aeh plays eee ee 


rin Pant 


“a ” um street fae nt! isn seer tihng Belay =r so on prin hoe t yaimeeh a 7: : 
et we \ oe * a S| 
any vores? elt Yo erened oth ve be alk o ater oo 7 gorwsfi ity b oe 7 


¥ ; . y oe. | , pine y i, er: Gai 
\ a Sars del) alk | pe 1 Ww ; i ihe: melt bn 7 m pe oon 7 
an ix Deer 9d View Bois Toho Th aD 
\ gt ble be " en Amiga 


Stile pmaucirobe 6) ae aauehivins Teg ba a 


7 : ery sotuiet 
pi ae sf o vet 
a @) ar j 
7 , Td 
4 : yi 
a 7 4 t 
: Maint 
, | he 


van pen bup'z eee aia 1 
7 : ‘ . om sap 
pe : “t é ; ong? 


im as) f ; - f 


oT 


2 joa a Ne “nh to a oe - 
a Ao ya : ; ’ 4 ; 7 
mr; ia note teat | ey % mie 1? i aa oe py. in pemb 2athile ~~ 
, 2 gi lp # oa ead ND es 4 s ne ue ann The. - _ 
(Ri as 


: ss ae 4 ‘eal A : ve I 
Dae) sehtet bee Geeta an ] ne a cf hax ‘bred. ne _ 
ges) oe * sn pips athe nate a + St lea 


Tin 


114. 


LS: 


KG: 


Lite 


118. 


119. 


120. 


The Board may deduct from any dividend payable to any Shareholder all sums of 


money (if any) presently payable by him to the Company on account of calls or other- 
wise. 


No dividend shall bear interest against the Company. All dividends unclaimed for two 
(2) years after having been declared may be vested in the Company or otherwise made 
use of by the Board for the benefit of the Company. Any cheque drawn by the Com- 
pany to effect payment of dividends and not cashed within two (2) years of the date of 
the declaration of a dividend may be treated as an unclaimed dividend by the Com- 
pany. 


Any dividend, interest or other sum payable in cash to the holder of shares may be 
paid by cheque or warrant sent through the mail addressed to the holder at his regis- 
tered address or, in the case of joint holders, addressed to the holder whose name 
stands first on the Register in respect of the shares. Every such cheque or warrant 
shall, unless the holder otherwise directs, be made payable to the order of the regis- 
tered holder or, in the case of joint holders to the order of the holder whose name 
stands first on the Register in respect of such shares, and shall be sent at his or their 
risk. Any one of two or more joint holders may give effectual receipts for any dividends 
or other moneys payable in respect of the shares held by such joint holders. 


RESERVES 


The Board may, in accordance with generally accepted Canadian accounting princi- 
ples, set aside out of the profits of the Company such sums as it thinks proper as a 
reserve or reserves. 


CAPITALIZATION OF PROFITS 
The Company in General Meeting may, upon the recommendation of the Board at any 
time and from time to time, pass a Resolution capitalizing, in such manner as may be 
authorized by such Resolution, any part of the amount for the time being standing to 
the credit of any of the Company’s reserve accounts or to the credit of retained earn- 
ings or otherwise available for distribution, and not required for the payment of the 
fixed dividends on any preference shares of the Company. 


Whenever a Resolution passed pursuant to Article 118 shall have been passed the 
Board shall make all appropriations and applications of the undivided profits resolved 
to be capitalized thereby, and all allotments and issues of fully-paid shares or 
debentures, if any, and generally shall do all acts and things required to give effect 
thereto, with full power to the Board to make such provision by payment in cash or 
otherwise as it thinks fit for the case of shares or debentures and also to authorize any 
person to enter on behalf of all the Shareholders entitled thereto into an agreement 
with the Company providing for the allotment to them respectively, credited as fully 
paid up, of any further shares or debentures to which they may be entitled upon such 
capitalization, or (as the case may require) for the payment up by the Company on 
their behalf, by the application thereto of their respective proportions of the profits 
resolved to be capitalized, of the amounts or any part of the amounts remaining unpaid 
on their existing shares, and any agreement made under such authority shall be 
effective and binding on all such Shareholders. 


ACCOUNTS 
The Board shall cause true accounts to be kept: 
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(a) Of the sums of money received and expended by the Company and the matters in 
respect of which such receipt and expenditure take place; and 


(b) Of all sales and purchases of goods and services by the Company; and 
(c) Of the assets and liabilities of the Company. 


The books of account shall be kept at the Office or at such other place or places as 
the Board may think fit and shall always be open to the inspection of the Directors. No 
Shareholder (other than a Director) shall have any right of inspecting any account or 


book or document of the Company except as conferred by law or authorized by the 
Board. 


The Board shall from time to time cause to be prepared and to be laid before the 
Company in Annual General Meeting in every year financial statements prepared in 
accordance with generally accepted accounting principles and Directors’ and Auditors’ 
reports. 


A copy of the financial statements which are to be laid before the Company in Annual 
General Meeting and of the Directors’ and Auditors’ report shall be sent to every 
Shareholder not less than fifteen days before the date of the Meeting. 


AUDIT 


The Auditors shall be appointed by the Company at each Annual General Meeting to 
hold office until the next Annual General Meeting. 


NOTICES 


Any notice or document may be served by the Company on any Shareholder either 
personally or by mailing it in a prepaid envelope or wrapper addressed to such Share- 
holder at his registered address appearing in the Register. In the case of joint holders 
of a share, all notices shall be given or documents sent to that person of the joint 
holders whose name stands first in the Register, and if so given or sent shall be 
sufficient notice to all the joint holders. 


Any notice or document, if served by mail, shall be deemed to have been served at the 
time when the same was put into the mail. In proving such service, it shall be suffi- 
cient to prove that the envelope or wrapper was properly addressed, stamped and 
mailed. 


Any notice or document delivered or sent by mail to any Shareholder, in accordance 
with these Articles, shall notwithstanding that such Shareholder be then dead or 
bankrupt, be deemed to have been duly served in respect of any share registered in 
the name of such Shareholder as sole or joint holder. Such service shall for all pur- 
poses be deemed a sufficient service of such notice or document on all persons in- 
terested (whether jointly with or as claiming through or under him) in the share. 


The signature to any notice to be given by the Company may be lithographed, written, 
printed or otherwise mechanically reproduced. 


WINDING-UP 


If the Company shall be wound up, the Liquidator may, with the sanction of an 
Extraordinary Resolution of the contributories divide among the contributories in 


20 


7 


Bsa (i + ae in 7 
hs ‘ay na oe nm 


7 An vl he ter, 
) a ’ Sates Pam 7 My iy 
i oan aa ‘elena e Pott 2S! 
* . wie } ou , 7 
(: , 


oie 68 rend 
6 she i 


, are ip oe ao sft 


7 % j a ree “xe ¥ i] dine ioe iw ag sp 
hi i 54 ‘ert wo tye 98: tw Le f ” Ww ak “i barat: es ee Sees 
ene, 1%, t ae uy, ‘ “) 
=> " ore Fue’ ~ m1 } a ih ’ on) Coe 
. ‘ i? ot Ne mt in MP Oe bane 1 ben pp a ry Os eat y at sani saith Dade te 3 ~ = | 
: a ‘gi beep Be sitet te inant ai piety Wom, a tagriea Ran vngcurps 5 ) 
Pa vi 


a P brerinn 
“Ueto tyne ‘wate Mey pr iat it — _ BakBdoe wiaraosy, iw gene et 
i i ’ Fi am 


es ping? 
° . ee byt ay i . 


; . if, : a 

ho faa A eh equa) ott suk ib inl vib ie soil & ie hs are ds Jonma cyt Sil) Ae "ten hy feast 

ee ee ‘bee "e ‘wake helt vee le bps eid Teta jell 
Sei teal? Sy tO gnaks nih pe de exb decibel ert om | yon 29ito bones: 


er i 7 it a ae .< 
a A i _ ote : : a 
~ A! aL fr " PICA : 7 | 
7 ghignibon Levene cub is we t eam yar’) atl! sg beer cate “ fie merciless pit $i 


at, > ) : ; | a 4 . nibs) aie rn om aft tr’ sire alo 


; io } ; ies : ay nak vie _ — ii . 7 = 7 
ee nH 
ine : 7c ee ; > 
_ 1) petit me volsli ne mie ving GO Ye aoe yd b trees ta st hanigtiges Te: avitly oe S900 are sf 
; i y re pties ue oy ie saesibbis nen oa gets a u » fine dud : ce 4 rh mo | 
siahlail said Me cana on) th 4 rely an inte hele ) wart taint am: uy bush OLCr' 
hee, tet gut to riewrng iacts a ek seperate eee e) eobet We: las 
int eres = w toviy oe bigs saan vat . 


7 - on z ohy ‘ lig vats 
: 7 ar a : cr y ; : ie 
a * a es b| i; y 7 We ad 


et a ea ssi 
ve | 
evs Bee bees yn) owas a tel a date ig pete traps 16 » MOR. ag 
im ie we el | pan . ‘ 2 on he ts | Aoi ye panlveracy end tha o a prin ‘ 16 7 4) ¢ "tat 
fe : ws #) Kal OT ItsSt> 


za ie 
(Ag emai Deeb since oem = oe peer sins 
on ‘> if 7 : ooh a4 es ai toe baa - a ee : ro 7 
ae ia am id rene ee Py cial esi 0b pouk. WCt 
: . Cre ervey bh as nits bras? lala Oakey me 30 DEREYE AO SW Vv S 

ws Fol “pthc . md eitartA 96 atts 

pas 7 cme bert dart wie laa a ti bi ~ ma ‘er. ot mt rst) ach Haque ry | 

of aug vitriee 2 sebled Ti Ww slon da, mA aeotT be Yo. ameh¢it 


wie: : are The nua 0 9: 1h Cy , Mae «ib _ oni #4 Boor 
fea ra) orp ci wie <9 . cthtrs es rity SIT ti ie vel on i ry ¥ ay - 
eee oe eg ee ee ee : i Se TA 
ahaha ey ree 


mb: ty 
# F a ef Fi 


‘ 
oe 


7 7s 


imam 3) sa ‘a OE 7 
ane can 


, ial ' ey 


A 


130. 


Sh 


isZe 


specie or kind the whole or any part of the assets of the Company and may, with the 
like sanction, vest the whole or any part or such assets in Trustees upon such trusts 
for the benefit of the contributories as the Liquidator, with the like sanction, shall 
think fit. 


INDEMNITY 


Each and every Director, officer and servant of the Company shall be deemed to have 
assumed office on the express understanding and agreement and condition that every 
Director, officer and servant of the Company and his heirs, executors and ad- 
ministrators and estate and effects respectively shall from time to time and at all times 
be indemnified and saved harmless out of the funds of the Company from and against: 
(a) all costs, charges and expenses whatsoever, which such Director, officer and ser- 
vant sustains or incurs in or about any action, suit or proceeding which is brought, 
commenced or prosecuted against him, for or in respect of any act, deed, matter or 
thing whatsoever made, done or permitted by him in or about the execution of the 
duties of his office; and (b) all other costs, charges and expenses which he sustains or 
incurs in or about or in relation to the affairs of the Company; except such costs, 
charges or expenses as are occasioned by his own wilful neglect or default. 


The Board is hereby authorized from time to time to cause the Company to give in- 
demnities to any Director, officer, servant or other person who has undertaken or is 
about to undertake any liability on behalf of the Company or any company controlled 
by it and to secure such Director, officer, servant or other person against loss by 
hypothec, mortgage and charge upon the whole or any part of the property of the 
Company moveable and immoveable, real and personal, by way of security and any 
action from time to time taken by the Directors under this paragraph shall not require 
approval or confirmation by the Shareholders. 


No Director, officer and servant for the time being of the Company shall be liable for 
the acts, receipts, neglects or defaults of any other Director, officer and servant, or for 
joining in any receipt or act for conformity, or for any loss, damage or expense hap- 
pening to the Company through the insufficiency or deficiency of title to any property 
acquired by order of the Board for or on behalf of the Company, or for the insufficiency 
or deficiency of any security in or upon which any of the moneys of or belonging to the 
Company shall be placed out or invested or for any loss or damage arising from the 
bankruptcy, insolvency or tortious act of any person, firm or corporation with whom or 
which any moneys, securities or effects shall be lodged or deposited or for any other 
loss, damage or misfortune whatever which may happen in the execution of the duties 
of his respective office or trust or in relation thereto unless the same shall happen by 
or through his own wilful act or default. 
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SCHEDULE B 


PREFERRED SHARES SERIES C PROVISIONS 


The Preferred Shares Series C, in addition to the 
rights, privileges, preferences, conditions and restrictions 
attached to the Preferred Shares as a class, shall have attached 
thereto the following rights, privileges, preferences, conditions 
and restrictions (collectively the "Preferred Shares Series C 


Series Provisions"): 


intenpuetation 


es (a) The following words and phrases whenever used in these 
Preferred Shares Series C Series Provisons shall have 
the following meanings, unless there be something in 


the context inconsistent therewith: 


"Additional Equity Shares" means any Equity Shares 
issued at any time after the Issue Date (including 
Class A Shares) other than (a) Common Shares 
issued upon conversions of Preferred Shares Series 
A, Preferred Shares Series B or Preferred Shares 
Series C, (b) Equity Shares issued upon exercise 
of stock options heretofore or hereafter granted 
to officers or employees of the Company or of any 
subsidiary or of any affiliate designated as such 


by the directors; and (c) Equity Shares issued to 
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any such officers or employees or to a trustee on 
their behalf pursuant to any stock purchase or 
analogous plan; provided that a subdivision or 
consolidation of Equity Shares or a reclassifica- 
tion or change of Equity Shares shall not consti- 


tute an issue of Additional Equity Shares. 


"Adjusted Consolidated Net Earnings Available for 
Dividends" means all the gross earnings and income 
of the Company and all its subsidiaries (if any) 
from all sources, less all administrative, selling 
and operating charges and expenses (except such 
Charges and expenses as are chargeable to capital 
account in accordance with generally accepted 
accounting principles) of every character of the 
Company and all its subsidiaries (excluding 
extraordinary gains or losses on the disposal of 
investments and fixed assets) arrived at ona 
consolidated basis in accordance with generally 
accepted accounting principles; if, at the time of 
determining Adjusted Consolidated Net Earnings 
Available for Dividends for any past period in 
connection with a proposed issue of Preferred 
Shares or any other shares ranking in priority’ to 
Or on a parity with the Preferred Shares Series C, 


the Company or any subsidiary has acquired, is in 
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the process of acquiring, or proposes to acquire, 
any property or any shares of any other company 
(sufficient with any shares of such company 
already owned by the Company or a subsidiary to 
result in such other company becoming a 
subsidiary) and if the net proceeds of the then 
proposed issue of shares are to be applied 
directly or indirectly towards the cost of or in 
reimbursement of the cost of the acquisition of 
such property or shares (as to all of which a 
resolution of the board of directors shall be 
conclusive and binding) then the net earnings or 
net losses of such property or such other company 
(calculated in accordance with the provisions 
herein contained respecting Adjusted Consolidated 
Net Earnings Available for Dividends) for the 
whole of the period for which Adjusted 
Consolidated Net Earnings Available for Dividends 
are to be computed shall, if in the opinion of the 
Company's auditors the Company has access to data 
eu Eteciant to enable such auditors to determine 
such net earnings or net losses, be treated as net 
earnings or net losses, as the case may be, in the 
computation of Adjusted Consolidated Net Earnings 
Available for Dividends. As at the time of 


determining Adjusted Consolidated Net Earnings 
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Available for Dividends for any past period in 
connection with a proposed issue of shares and if 
the net proceeds of the then proposed issue of 
Sharesmauesto He applied sin whowe’ or in part. to 
repay indebtedness of the Company or any 
subsidiary then the interest paid by the Company 
or the subsidiary, as the case may be, during the 
period of time in question with respect to the 
indebtedness to be repaid shall not be deducted as 
an expense in the computation of Adjusted 
Consolidated Net Earnings Available for Dividends 
and taxes paid or payable shall be appropriately 


adjusted. 


“business day" shall be a day other than a 
Saturday, a Sunday or any other day that is 
treated as a holiday in the municipality where the 


Company's principal office in Canada is situated. 


"Class A Shares" means the Common Shares held by 
the Caen and which are not outstanding and 
which have been designated by legislation of the 
Province of Newfoundland as Class A Shares of the 
Company for so long as such shares are held by the 


Company and are not outstanding. 
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"close of business" means the normal closing hour 
Ofmth es pra neipallotficeninethey City: ofiToronto: of 
the transfer agent for the Preferred Shares Series 


Cx: 


"Conversion Basis" at any time means the number of 
Common Shares into which one (1) Preferred Share 
Series C shall be convertible at such time in 
accordance with the provisions of clause 3 


hereof. 


"Equity Shares" means the Common Shares as said 
shares are constituted on the Issue Date and 
shares of any other class or other securities, as 
the case may be, resulting from the 
reclassification of such Common Shares as provided 


in clause 3 hereof. 


"Equivalent Conversion Price" at any time means 
the quotient obtained by dividing the sum of $5.50 


by the ‘Conversion Basis in effect at such time. 


“Issue Date" means the date upon which any of the 


Preferred Shares Series C are first issued. 
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“Market Price" at any date means the weighted 
average of the closing board lot trading prices 
per share of the Common Shares on The Toronto 
Stock Exchange (or, if the Common Shares are not 
listed on The Toronto Stock Exchange, on such 
stock exchange on which such shares are listed as 
may be selected for the purpose by the directors) 
during the twenty (20) most recent trading days on 
which there have been board lot trades immediately 
prior to the fourth (4th) day preceding such date. 
In the event that the Common Shares are not listed 
On any stock exchange, the Market Price of the 
Common Shares shall be determined by the 


airectors*. 


"Preferred Shares Series A" means the 7% cumula- 
tive convertible redeemable retractable preferred 
shares series A with a par value of $5.50 each of 
the Company, ores the first series of Preferred 
Shares. 

"Preferred Shares Series B" means the convertible 
retractable preferred shares series B with a par 
value of $5.50 each of the Company, being the 


second series of Preferred Shares. 
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“Shareholders' Equity" means at any given time an 
amount equal to the aggregate of retained earnings 
OT deficit and contributed surplus of the Company 
and its subsidiaries and the amount paid-up on 
issued and oustanding Preferred Shares, shares of 
the Company ranking on a parity with or junior to 
the Preferred Shares and Common Shares of the 
Company, arrived at on a consolidated basis in 
accordance with generally accepted accounting 


principles. 


"subsidiary company" or "subsidiary" means any 
corporation or company of which more than fifty 
per cent (50%) of the outstanding shares carrying 
voting rights at all times (provided that the 
ownership of such shares confers the right at all 
times to elect at least a majority of the board of 
directors of such corporation or company) are for 
the time being owned by or held for the Company 
and/or any other corporation or company in like 
relation to the Company and includes any corpora- 
tion or company in like relation to a subsidiary 
and, in addition, means any other corporation or 
company the revenue and expense accounts of which 
may, from time to time, be consolidated by the 


Company in the revenue and expense accounts 
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forming part of annual financial statements of the 
Company in accordance with generally accepted 


accounting principles. 


"Trading Price" at any date means the weighted 
average Of all board lot trading prices per share 
of the Common Shares on The Toronto Stock Exchange 
(or, if the Common Shares are not listed on The 
Toronto Stock Exchange, on such stock exchange on 
which such shares are listed as may be selected 
for such purpose by the directors) during all 
trading days occurring during the period of minety 
(90) days immediately prior to the fourth (4th) 
day preceding such date; provided that if the 
number of Common Shares traded during the said 
ninety (90) day period required for the 
determination of Trading Price is less than 
100,000, such period of time shall be extended 
backward before the commencement of such ninety 
day (90) period by such additional number of 
sending Gears as may be required to permit not less 
than 100,000 Common Shares to have traded during 
the trading days occurring during the initial 
ninety (90) day period as so extended and the 
Trading Price shall be calculated as aforesaid for 


the increased number of trading days. In the 
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event that the Common Shares are not listed on any 
stock exchange, the Trading Price of the Common 
Shares shall be determined by the directors as 
aforesaid based on trading in the over-the- 


counter market. 


(b)e GClavseml OfethenPreferred: Shares.Class: Provisions 


entitled "Interpretation" is incorporated herein. 


(c) In the event that any date on which any dividends on 
the Preferred Shares Series C are payable by the 
Company, Or On or by which any other action is required 
to be taken by the Company under these Preferred Shares 
Series C Series Provisions is not a business day, then 
such dividend shall be payable, or such other action 
shall be required to be taken, on or by the next 


succeeding day which is a business day. 


Dividends 

2. The holders of the Preferred Shares Series C shall be 
entitled to receive, .and the Company shall pay thereon, as and 
when declared by the directors out of the moneys of the Company 
properly applicable to the payment of dividends, fixed cumulative 
preferential cash dividends at the rate of 8% per annum on the 
amounts from time to time paid up thereon, payable quarterly on 


the last day of March, June, September and December in each year. 
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The initial dividend, if declared, will be payable on the last 
day of the first quarter following the Issue Date. If on any 
dividend payment date the dividend payable on such date is not 
paid in full on all the Preferred Shares Series C then issued and 
Outstanding, such dividend or the unpaid part thereof shall be 
paid on a subsequent date or dates to be determined by the 
directors on which the Company shall have sufficient moneys 
properly applicable, under the provisions of any applicable law, 
to the payment of same. Fixed cumulative preferential cash 
dividends on the Preferred Shares Series C shall accrue from the 
Issue Date. The holders of the Preferred Shares Series C shall 
not be entitled to any dividend other than or in excess of the 
cumulative preferential cash dividends hereinbefore provided. 
Cheques of the Company payable in lawful money of Canada at par 
at any branch of the Company's bankers for the time being in 
Canada shall be issued in respect of the said dividends (less any 
tax required to be deducted) and payment thereof shall satisfy 


such dividends. 


Conversion 

oe (a) Right of Conversion. The holders of the Preferred 
Shares Series C shall have the right, at any time 
following the Issue Date, up to the close of business 
on the Termination Date (as defined in clause 4 of 
these Preferred Shares Series C Series Provisions), 


subject as hereinafter provided and to any adjustment 
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(b) 


pag 


to the Conversion Basis as hereinafter provided, to 
convert all or any of their Preferred Shares Series C 
into Common Shares, on the basis of 0.55 of a Common 


Share for each Preferred Share Series C converted. 


Conversion Procedure. The conversion right herein 
provided for may be exercised by notice in writing 
given to the transfer agent for the time being of the 
Company for the Preferred Shares Series C at its 
Dmincipaleottice ain the City of Toronto, <or-at any 
Other city or cities as the Company may from time to 
time designate, accompanied by the certificate or 
certificates representing the Preferred Shares Series 
in respect of which the holder thereof desires to 
exercise such right of conversion. Such notice shall 
be signed by such holder or his duly authorized 
attorney and shall specify the number of Preferred 
Shares Series C which the holder desires to have 
converted. The certificate or certificates for such 
shares need not be endorsed, except in the 
circumstances hereinafter contemplated, and the 
certificates for Common Shares resulting from 
conversion shall be issued in the name of the 


registered holder of the Preferred Shares Series C 
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converted or in such name or names as such registered 
holder may direct in writing (either in the notice 
referred to above or otherwise), provided that such 
registered holder shall pay any applicable security 
transfer taxes. If the certificates for Common Shares 
resulting from conversion are to be issued in a name 
Other than that of the registered holder of the 
Preferred Shares Series C, the transfer form on the 
back of the certificate(s) representing such Preferred 
Shares Series C shall be endorsed by the registered 
holder thereof or his duly authorized attorney, with 
Signature guaranteed in a manner satisfactory to the 
Company's transfer agent for the Preferred Shares 
Series C. If less than all the Preferred Shares Series 
C represented by any certificate or certificates 
accompanying any such notice are to be converted, the 
holder shall be entitled to receive, at the expense of 
the Company, a new certificate representing the 
Preferred Shares Series C comprised in the certificate 
Or certificates surrendered as aforesaid which are not 


to be converted. 


Effective Date of Conversion. Subject as hereinafter 
provided in this clause 3, Preferred Shares Series C 


shall be deemed to have been converted into Common 
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Shares on the respective dates of surrender of 
certificates representing the Preferred Shares Series C 
to be converted accompanied by notice in writing as 
provided in subclause 3(b) hereof, notwithstanding any 
delay in the delivery of certificates representing the 
Common Shares into which such Preferred Shares Series C 


have been converted. 


Adjustment of Conversion Basis. 


(i) If the Company shall declare a dividend or make a 
distribution on its outstanding Common Shares 
payable in Common Shares, or shall subdivide its 
Outstanding Common Shares into a greater number of 
shares, or shall consolidate its outstanding 
Common Shares into a smaller number of shares (any 
such event being herein called a "Common Share 
Reorganization") then the Conversion Basis shall 
be proportionately adjusted immediately after the 
record date at which the holders of Common Shares 
are determined for purposes of the Common Share 
peorion neice and any holder of Preferred Shares 
Series C who has not exercised his right of 
conversion prior to the effective date of such 


Common Share Reorganization shall be entitled to 


receive and shall accept, upon the exercise of 
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such right at any time on such effective date or 
thereafter, in lieu of the number of Common Shares 
to which he was theretofore entitled upon 
conversion, the aggregate number of Common Shares 
of the Company that such holder would have been 
entitled to receive as a result of such Common 
Share Reorganization if, on the effective date 
thereof, he had been the registered holder of the 


number of Common Shares to which he was 


theretofore entitled upon conversion. 


Tf there 1s, 8 capitalsreorganization of, the 
Company not covered by subclause 3(da)(i) hereof or 
a consolidation or merger or amalgamation of the 
Company with or into any other company including 
by way of a sale whereby all or substantially all 
of the Company's undertaking and assets would 
become the property of any other company (any of 
which is herein called a "Capital Reorganiza- 
tion"), any holder of Preferred Shares Series C 
who 7a not exercised his right of conversion 
prior to the effective date of such Capital 
Reorganization shall be entitled to receive and 
shall jaseeeee the exercise of such right at 


any time on the effective date or thereafter, in 
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lieu of the number of Common Shares to which he 
was theretofore entitled upon conversion, the 
aggregate number of shares or other securities or 
property Of the Company or “Of “the” company 
resulting from or purchasing under the Capital 
Reorganization, that such holder would have been 
entitled to receive as a result of such Capital 
Reorganization if, on the effective date thereof, 
he had been the registered holder of the number of 
Common Shares to which he was theretofore entitled 
upon conversion; provided that no such Capital 
Reorganization shall be carried into effect 
unless, “inthe opirnironsorathe directors, "all 
necessary steps shall have been taken to ensure 
that the holders of the Preferred Shares Series C 
shall thereafter be entitled to receive such 
number of shares or other securities or property 
of the Company or of the company resulting from or 
purchasing under the Capital Reorganization, 
subject to adjustment thereafter in accordance 
with provisions Similar, as nearly as may be, to 


those contained in this clause 3. 


If the Company shall issue options, rights or 


warrants to holders of its outstanding Common 
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Shares under which such holders are entitled to 
Subscribe for or purchase Additional Equity Shares 
at a subscription or purchase price per share less 
than the Market Price in effect on the record date 
for such issue (any such event being herein called 
a “Rights Offering"), then the Conversion Basis 
shall be adjusted immediately after the record 
date at which the holders of Common Shares are 
determined for the purpose of the Rights Offering 
by dividing into $5.50 the adjusted Equivalent 
Conversion Price determined by multiplying the 
Equivalent Conversion Price in effect on such 
mecond Wate. by a. fraction, ,Ofmwhich theenumeraror 
shall be the total number of Common Shares 
Outstanding on such record date plus a number 
determined by dividing the aggregate subscription 
price of the total number of Additional Equity 
Shares offered for subscription or purchase under 
the Rights Offering by the Market Price on such 
record date and of which the denominator shall be 
the total number of Common Shares outstanding on 
such record date plus the total number of 
Additional Equity Shares offered for subscription 
or purchase. The resulting quotient, adjusted to 


the nearest 1/100th, shall thereafter be the 
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Conversion Basis until further adjusted as 
provided in this clause 3. If at the date of 
expiry of the options, rights or warrants less 
than all of them have been exercised so that less 
than all of the Equity Shares issuable with 
respect thereto have been issued, then the 
Conversion Basis shall be re-adjusted immediately 
after the date of expiry to the Conversion Basis 
which would have been in effect on such date of 
expiry if the only options, rights or warrants 


issued had been those that were exercised. 


If the Company shall at any time or from time to 
time in any manner issue or sell any shares or 
securities convertible into or exchangeable for 
Common Shares (such convertible or exchangeable 
shares or securities being herein called 
"Convertible Securities"), whether or not the 
rights to exchange or convert the same are 
immediately exercisable, and the price per share 
£Cr anen Common Shares are issuable upon such 
conversion or exchange (determined by dividing (a) 
the total amount received or receivable by the 


Company as consideration for the issue of such 


Convertible Securities plus the minimum aggregate 
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amount of additional consideration, if any, 
payable to the Company upon the conversion or 
exchange of all such Convertible Securities, by 
(b) the total maximum number of Common Shares 
issuable upon the conversion or exchange of all 
such Convertible Securities) shall be less than 
the Market Price in effect immediately prior to 
the time of such issue or sale of Convertible 
Securities (any such event being herein called an 
"Issue of Convertible Securities"), then the 
Conversion Basis shall be adjusted immediately 
after such issue or sale by dividing into $5.50 
the adjusted Equivalent Conversion Price 
determined by multiplying the Equivalent 
Conversion Price in effect at such time by a 
fraction, of which the numerator shall be the 
total number of Common Shares outstanding at such 
date plus a number determined by dividing the 
aggregate issue or sale price of the total number 
of Common Shares issuable upon the conversion or 
Beane of all such Convertible Securities by the 
Market Price on the date of such issue or sale and 
of which the denominator shall be the total number 


of Common Shares outstanding on the date of such 


issue or sale plus the total number of Common 
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Shares issuable upon such conversion or exchange. 
The resulting quotient, adjusted to the nearest 
1/100th, shall thereafter be the Conversion Basis 
until further adjusted as provided in this clause 
3 tometer dat elOLeexpiry. Of -anys.cOnversion, Or 
exchangeurights of orsvappertaining to. any 
Convertible Securities, less than all of the 
ConvertiblesSecurities have been, converted, or 
exchanged so that less than all of the Common 
Shares issuable with respect thereto have been 
issued, then the Conversion Basis shall be 
re-adjusted immediately after such date of expiry 
to the Conversion Basis which would have been in 
effect on such date of expiry if the only 
Convertible Securities issued or sold had been 
those that were converted or exchanged. For the 
purposes of this subclause 3(d)(iv), Convertible 
Securities shall be deemed to be issued on the 
date on which the Company enters into an 
enforceable agreement to issue such Convertible 


Securities. 


If the Company shall at any time or from time to 
time issue or sell Additional Equity Shares, other 


than pursuant to the exercise of a conversion or 


weaed ritual ie io inh 
owe lee wie Re Bieta yo tet ihe AesmUtDA x8 
10 noteseveow. ye to yabdeer do afek aa oe 
ye oe grk an aeroees 70, 36. waatpea, sehentne 

64h to Lin madd. aaet eo bee eidisyeenon:. 

40 SeaTavate coed evet uke tipstvatd erevaed 
damm eft to iin nad eeol Jed om Gopnodgep 
dead aved oroies syeqeos, (tie eidaneas an 16a 
gt dledae aies@ noiesevee> ene wets .eutad 
yrhane Yo sa06 dowe aests {issecheant. Setauttowds 
Kt need. avad bivew tolew atead aha iewited matt oe 
lao ad Jc yatqee to etek dove’ ao s9rette | 

diet tad low so Seve coisszuned elehagavced 
odd, 308 yngaaiexe <0 siti =) coktated 


ie _ weston chk abs at 
| : Hind rainy 


er ot od Semaeh 1 pe wart eduines 


a ; 
Me : aan wsasne Yo iw ‘ vo Joe 
ay oy xo , ey yl i. y oA ae 


i a 


=560= 


exchange right attaching to’ a Convertible 
Security, at a price per share less than the 
Market Price in effect on the date of such issue 
Or sale and such issue or sale does not constitute 
a Common Share Reorganization, a Capital 
Reorganization or a Rights Offering (any such 
event being herein called a "New Issue"), then the 
Conversion Basis shall be adjusted immediately 
after the date of such issue or sale by dividing 
into $5.50 the adjusted Equivalent Conversion 
Price determined by multiplying the Equivalent 
Conversion Price in effect on the date of issue or 
sale by a fraction, of which the numerator shall 
be the total number of Common Shares outstanding 
On the date of issue or sale plus a number 
determined by dividing the aggregate of the 
subscription price of the total number of 
Additional Equity Shares so issued or sold by the 
Market Price on the Gave of issue or sale and of 
which the denominator shall be the total number of 
Common neces outstanding on the date of such 
issue or sale plus the total number of Additional 
Equity Shares issued or sold. The resulting 


quotient, adjusted to the nearest 1/100th, shall 


thereafter be the Conversion Basis until further 


Lea 
ae ou ae ot te ob “236883. ah 4g) 


Nias 7 f 14 ie ; te ae ie aa) oF : 4) eae . - a pe } 
Mit sen eae 7 too od eee et ee — ‘bite elie te 
- aan | iad | 7 7 © ind yf a 5 a * 
a a) : be s 


oe 


\ 7 48 eae " A x m “as 
“0 “ioe apm). ol pret = ‘ehh tele Apcalie: as 
Jr : ; ie ; 


sae, me 
i was. Cos wen es + hak Sap iit: Brad sre» 
« ; a : 
4 one | 
; “USetaife me Din at eg 62 att ve AL a ViIT 
Ona) ee AA ; | Pee te Bh Re 
| / tibhbivab yd 24a 70° aotel TemES eae) BAP x52 t+ 
yy file eat ar tN a 
+ ee ee. 7 > ee 
1m: ) a ae S$letavoqd): Ret eel Rb es Sane 9 2. Peres Sir! 
r: ie ay ae Chat al 
; a aa ee om : 
: tin Dede she \ enh a has eltahs ihe tee hae tn 
An 


i y vor 
/ pale! - ty Lote he 
ee eee ore ea seats alent 
: 


7 : _ ay 
wd : , ya , a _ 
Lata. x exe 3 Otte, ein + one 


ek es De toes Cane a J 


ov) 
prea? foyvc07 


) fe e alee 


BaLonera sho! 2a Brie otedeh 8 2 sh At a8 ‘ 
re hs ee ie an 
By beenatel wig wis ac ial hg 
we ame sew aeee wee. > ean - wo ane anae 


i 


- cy 


ne 


i to ae ‘Deses 4a 
a ‘pee me. Us 
setae eal : 


(vi) 


SOS 


adjusted as provided in this clause 3. For the 
purposes of this subclause 3(d)(v), Additional 
Equity Shares shall be deemed to be issued on the 
date on which the Company enters into an 
enforceable agreement to issue such Additional 


Equity Shares. 


If the Company shall issue or distribute to the 
holders of its outstanding Common Shares, shares 
of any class other than Common Shares, or options, 
rights or warrants, or evidences of indebtedness 
Or any other assets (apart from cash) and such 
issuance or distribution does not constitute a 
Common Share Reorganization, a Rights Offering, an 
Issue of Convertible Securities or a New Issue 
(any such event being herein called a "Special 
Distribution"), then the Conversion Basis shall be 
adjusted immediately after the record date at 
which the holders of Common Shares are determined 
for purposes of the Special Distribution by 
dividing into $5.50 the adjusted Equivalent 
Conversion Price determined by multiplying the 
Equivalent Conversion Price in effect on the 
record date by a fraction, of which the numerator 


shall be a number determined by multiplying the 
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total number of Common Shares outstanding on such 
record date by the Market Price on such date and 
deducting from the amount so obtained the 
aggregate fair market value, as determined by the 
directors, of the shares, options, rights, 
Warrants, evidences of indebtedness or other 
assets distributed in the Special Distribution and 
of which the denominator shall be the total number 
Of Common Shares outstanding on such record date 
multiplied by the Market Price on such record date 
(provided that no such adjustment shall be made if 
the result of such adjustment would be to decrease 
the Conversion Basis in effect immediately before 
such record date). The resulting quotient, 
adjusted to the nearest 1/100th, shall thereafter 
be the Conversion Basis until further adjusted as 


provided in this clause 3. 


If any re-classification or other change shall be 
made in ae outstanding Common Shares, which 
Dae ar eee or other change does not 
constitute a Common Share Reorganization or a 
Capital Reorganization, then the Conversion Basis 
shall be adjusted in such inmanner as the auditors 


of the Company determine to be appropriate. 
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Conversion Adjustment Rules. The following rules and 


procedures shall be applicable to Conversion Basis 


adjustments made pursuant to subclause 3(d) hereof: 


(Ae) 


(ii) 


any Common Shares (which for all purposes of this 

subsection (i) shall include Class A Shares) owned 
bye orroheld» for the, account of the Company shall, be 
deemed not to be outstanding but, for the purposes 
of this subsection (i), any Common Shares owned by 
a pension plan for employees of the Company or its 
subsidiaries shall not be considered to be owned 


bySOr held forsthe account of the Company; 


in the case of any issue by the Company of 
Additional Equity Shares for cash, the 
consideration received by the Company therefor 
shall be deemed to be the amount of cash received 
by the Company for such Additional Equity Shares 
before deducting therefrom the amount of any 
commission, discount or other expenses which have 
been paid Or incurred by the Company for any 
underwriting of, or otherwise in connection with, 
the issuance or sale of such Additional Equity 


Shares; 
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(iv) 


aA 


if the purchase price provided for in any Rights 
Offering referred to in subclause 3(d)(iii) is 
decreased, or the rate at which any Convertible 
Securities referred to in subclause 3(d)(iv) are 
convertible into or exchangeable for Common Shares 
is increased, the Conversion Basis shall forthwith 
be changed so as to increase the Conversion Basis 
to such Conversion Basis as would have obtained 
had the adjustment made upon the issuance of such 
Rights Offering or Convertible Securities been 
made upon the basis of such purchase price as so 
decreased or such rate as so increased, provided 
that the provisions of this subsection (iii) shall 
not apply to any such increase or decrease 
resulting from provisions in any such Rights 
Offering or Convertible Securities designed to 
prevent dilution if such increase or decrease 
shall not have been proportionately greater than 
the increase, if any, in the Conversion Basis to 
be made at the same time pursuant to the 


< 


provisions of this clause 3; 


no adjustment in the Conversion Basis shall be 


required unless a decrease of at least one per 
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cent (1%) in the prevailing Equivalent Conversion 
Price would result, provided, however, that any 
adjustment which, except for the provisions of 
this subsection (iv) would otherwise have been 
required to be made, shall be carried forward and 


taken into account in any subsequent adjustment; 


if any question shall at any time arise with 
respect to adjustments in the Conversion Basis, 
such question shall be conclusively determined by 
the auditors of the Company and any such 
determination shall be binding upon the Company 
and all transfer agents and all shareholders of 


the Company; 


forthwith after any adjustment in the Conversion 
Basis pursuant to the foregoing subclause 3(d), 
the Company shall file with the transfer agent of 
the Company for the Preferred Shares Series C, a 
certificate certifying as to the amount of such 
Boje enene and, in reasonable detail, the event 
requiring and the manner of computing such 
adjustment; the Company shall also at such time 


give written notice to the registered holders of 


Preferred Shares Series C of the Conversion Basis 
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and the Equivalent Conversion Price following such 
adjustment and clause 10 of the Preferred Shares 
Class Provisions with respect to the giving of 
notice of redemption shall apply mutatis mutandis 


to the gavingeof such notice; and 


in the case of a New Issue for consideration other 
than cash, the adjustment required by subclause 
3(d)(v) hereof shall be based on the fair market 
value of such consideration, as determined by the 


AIUrecEorss 


Entitlement to Dividends. Upon any conversion of any 


Preferred Shares Series C pursuant to these Preferred 


Shares Series C Series Provisions into Common Shares, 


the directors of the Company shall declare and the 


Company shall pay to the holders of the Preferred 


Shares Series C, to the extent permitted by applicable 


law, all accrued and unpaid dividends thereon (which 


for such purpose shall be calculated as if such 


dividends were accruing on a day to day basis for the 


period from the expiration of the last period for which 


dividends thereon have been paid up to the effective 


date of conversion). If, under any applicable law, the 


directors of the Company shall be prohibited from 
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declaring and/or the Company shall be prohibited from 
paying any portion of the accrued and unpaid dividends 
SO payable as aforesaid, the Company shall issue to 
each holder of the Preferred Shares Series C being 
converted an instrument in writing in favour of such 
holder which shall obligate the Company to pay the 
amount of the accrued and unpaid dividends not then 
payable to such holder on the earlier of (i) the next 
succeeding date upon which the Company would have been 
permitted by applicable law to pay dividends on the 
Preferred Shares Series C, whether or not such 
dividends shall in fact have been declared or paid or 
whether there shall be any Preferred Shares Series C 
issued and outstanding on such next succeeding date, 
and (ii) upon the liquidation, dissolution or winding 
up of the Company, whether voluntary or involuntary, or 
any other distribution of assets for the purpose of 
winding up its affairs, provided that in respect of any 
payment pursuant to this subclause (ii), any holder of 
such instrument in writing shall participate rateably 
with respect to such payment with all other holders of 
such instruments and the holders of all such 
instruments shall participate rateably with respect to 
the entitlement to the payment of such accrued and 


unpaid dividends with the holders of all shares of all 
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series of Preferred Shares and the holders of all other 
Shares of the Company ranking on a parity with the 
Preferred Shares. The registered holder of any Common 
Share resulting from any conversion of Preferred Shares 
Series C shall be entitled to rank equally with the 
registered holders of all other Common Shares in 
respect of all dividends declared payable to holders of 
Common Shares of record on any date after the date of 
conversion. Subject as aforesaid, no payment or 
adjustment will be made on account of any dividend, 
accrued or otherwise, on the Preferred Series C 
converted or the Common Shares resulting from any 


conversion. 


Notice of Certain Events. If the Company intends to 


fix a record date for any Common Share Reorganization 
(other than the subdivision of outstanding Common 
Shares into a greater number of shares or the 
consolidation of outstanding Common Shares into a 
smaller number of shares) or for any Capital 
Reorganization or for any Rights Offering or Special 
Distribution, the Company shall, not less than 
twenty-one (21) days prior to such record date, notify 
each registered holder of Preferred Shares Series C of 
such intention by written notice to the extent that 


such particulars have been determined at the time of 
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giving the notice and the provisions of clause 10 of 
the Preferred Shares Class Provisions with respect 
to the giving of notice of redemption shall apply 


mutatis mutandis to the giving of such notice. 


Avoidance of Fractional Shares. In any case where a 
fraction of a Common Share would otherwise be issuable 
On conversion of one (1) or more Preferred Shares 
Series C, the Company shall adjust such fractional 
interest by the payment by cheque of an amount equal to 
the then current market value of such fractional 
interest computed on the basis of the last board lot 
sale price (or the last bid price if there had been no 
board lot sale) for the Common Shares on The Toronto 
Stock Exchange (or, if the Common Shares are not listed 
on The® Toronto Stock “Exchange ,On* such "stock*® exchange 
On which such shares are listed as may be selected for 
such purpose by the directors) next preceding the date 
of such surrender. In the event that the Common Shares 
are not listed on any stock exchange, the current 
market value of such fractional interest shall be 


determined by the directors. 


Postponement of Issuance of Shares upon Conversion. J 


any case where the application of the foregoing 
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provisions results in an increase of the Conversion 
Basis taking effect immediately after the record date 
for a specific event, if any Preferred Shares Series C 
are convertedq arter that record date and prior to 
completion of the event, the Company may postpone the 
issuance to the holder of the additional Common Shares 
to which he is entitled by reason of the increase of 
the Conversion Basis but such additional Common Shares 
shall be so issued and delivered to that holder upon 
completion of the event and the Company shall deliver 
to the holder an appropriate instrument evidencing his 


right to receive such additional Common Shares. 


(3) Reservation of Common Shares. The Company covenants 
and agrees that, so long as any of the Preferred Shares 
Series C are outstanding and entitled to the right of 
conversion herein provided, it will at all times 
reserve and hold out of its unissued Common Shares a 
sufficient number of unissued Common Shares to enable 
all of the Preferred Shares Series C outstanding to be 
converted upon the basis and upon the terms and 
conditions herein provided in this clause 3; provided 
that nothing herein contained shall affect or restrict 


the right of the Company to increase the number of its 
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Common Shares in accordance with the Act nor to issue 


such Common Shares from time to time. 


Mandatory Conversion 


4. In the event that at any time following the ninetieth 
(90th) day following the third (3rd) anniversary of the Issue 
Date and prior to the fifth (5th) anniversary of such date (such 
latter date being hereinafter referred to as the "Termination 
Date") the Trading Price of the Common Shares is not less than 
One hundred and thirty per cent (130%) of the Equivalent 
Conversion Price then in effect, the right of a holder of 
Preferred Shares Series C to convert the same into Common Shares, 
as hereinbefore provided in clause 3 of these Preferred Shares 
Series C Series Provisions, shall be deemed to have been 
exercised by such holder as at the close of business on the last 
day of the period by reference to which the Trading Price of the 
Common Shares is determined (such day being hereinafter referred 
to as the "Mandatory Conversion Date") on the Conversion Basis in 
effect on the Mandatory Conversion Date. Notwithstanding the 
foregoing, upon the Termination Date the right of a holder of 
Preferred Shares Series C to convert the same into Common Shares, 
as hereinbefore provided in clause 3 of these Preferred Shares 
Series C Provisions, shall be deemed to have been exercised by 
such holder as at the close of business on the Termination Date 


on the Conversion Basis in effect at that time. Upon any such 
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deemed conversion, the registered holder of Preferred Shares 
Series C shall be deemed to have become a holder of Common Shares 
of record of the Company for all purposes at the time of such 
deemed conversion and thereafter shall not be entitled to 
exercise any of the rights of a holder of Preferred Shares Series 
C. Forthwith following the Mandatory Conversion Date or the 
Termination Date, as the case may be, the Company shall deliver 
Or cause to be delivered to the former holders of the Preferred 
Shares Series C so converted, certificate(s) registered in the 
Same name as the former holder of Preferred Shares Series C 
(unless prior to such delivery the Company or the transfer agent 
for the Preferred Shares Series C at its principal office in the 
City of Toronto shall have received written instructions from 
such registered holder directing in whose name or names such 
Common Shares are to be registered together with payment from 
such registered holder of any applicable security transfer taxes) 
representing the Common Shares into which such Preferred Shares 


Series C have been converted. 


Restoration to Class on Conversion 

5 Any Preferred Shares Series C which are converted as 
herein provided shall, upon compliance with any applicable 
provisions of the Act, be therefrom restored to the status of 
authorized but unissued Preferred Shares not included in any 


series of Preferred Shares. 
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Restrictions on the Payment of Dividends and on Retirement 
of Shares 


6. So long as any of the Preferred Shares Series C are 
Outstanding, the Company shall not, without the prior approval of 


the holders of such Preferred Shares Series C: 


(i) declare, pay or set apart for payment any dividends 
(other than stock dividends payable in shares ranking 
junior to the Preferred Shares Series C in all 
respects) or make any other distribution on the shares 
ranking junior to the Preferred Shares Series C with 
respect to repayment of capital or payment of 


dividends, or 


(ii) except as permitted by the provisions attaching to the 
Preferred Shares Series A and the Preferred Shares 
Series B, call for redemption or reduce or otherwise 
retire for value any Common Shares or any other shares 
of any class ranking on a parity with or junior to the 
Preferred Shares Series C with respect to repayment of 
Capital or payment of dividends (except out of the net 
cash proceeds of an issue of shares ranking junior to 


the Preferred Shares Series C in all respects made 
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within the sixty (60) days preceding such call for 


redemption or reduction); 


unless, in each case, all dividends up to and including the 
dividend payable for the last completed period for which such 
dividends shall be payable on the Preferred Shares Series C then 
Outstanding shall have been declared and paid or set apart for 


payment at the date of such action. 


RESTIICtCIONS On Creation Of equal OF Prior Ranking onares 

Fh For the purposes of this clause 7, the directors of the 
Company may from time to time determine the Adjusted Consolidated 
Net Earnings Available for Dividends and/or Shareholders' Equity 
as at a date not more than one hundred and eighty (180) days 
prior to the making of such determination and may determine such 
Adjusted Consolidated Net Earnings for Dividends and/or 
Shareholders' Equity to be not less than a stated amount without 
determining the exact amount thereof; in making any such 
determination the directors shall consider and may rely on the 
last available audited consolidated balance sheet or statement of 
earnings of the esipihy and its subsidiaries and/or the last 
available audited balance sheet or statement of earnings of the 
Company reported on by the Company's auditors and may consider 


and rely on the last available unaudited consolidated balance 


sheet or statement of earnings of the Company and its 
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subsidiaries and/or the last available unaudited balance sheet or 
statement of earnings of the Company prepared by the accounting 
officers of the Company and upon any other financial statement, 
report or other data which they may consider reliable and upon 
the last available independent property valuation provided that 
the directors shall not make any such determination on the basis 
of any such balance sheet, statement, report, valuation or other 
data if to their knowledge any event has happened which would 
materially and adversely affect such Adjusted Consolidated Net 
Earnings Available for Dividends and/or Shareholders' Equity as 
determined on such basis; upon any such determination having been 
made by the directors under the provisions hereof the Adjusted 
Consolidated Net Earnings Available for Dividends and/or 
Shareholders' Equity of the Company and its subsidiaries as at 
any date within a period of one hundred and eighty (180) days 
following the date as of which such determination is made (unless 
any further determination of such Adjusted Consolidated Net 
Earnings Available for Dividends and/or Shareholders' Equity is 
so make within such period) shall be conclusively deemed to be 
not less than the amount stated in such determination and such 
determination shall be conclusive and binding on the Company and 


the holders of shares of every class. 


So long as any of the Preferred Shares Series C are 


outstanding the Company shall not issue any other Preferred 


t a 
on : rae io 
7 if - 18 @ Y ; 
7 oe : _ 
m a | (as | | ee 
aay ; Ds . 0 Chee ane i r 
oy sl) 7 


Setoelbledos 


a | 


| ood with ie wp tad, 7 a 
Ve s dem i — ov ans mo Ly 


a. ciccnad oe et bonnes eee 
= . a} _ _ _. p : oe an) | : : * a - i 
ee 7 (eae i Be He fademanat A aha. ed Aeige . adh . = rs ota ld J count SBImMVL 2 ‘ 
hy er " Ese -> 2a, 
eer < Ys 7 W) Ne y iy a 
| aa amegss. bi 1 nen {athe ‘ie os pou ah fatso ve 
’ f vi. ar (> vo : Re ve ; 
ieee Sdeeobie t Hobe ta sa sadam, oats pings ideo . 
: vey | a : , _ 
x é : - ae > os n sarah mi 
= ene ad us ‘ae noe mite rw 208 ney a oe i pagee ate, nen ile 
it aie : 7 ’ a BM a Ly 
my hetoe a o.cosfouvlay. 27 on OE 4 vacant CT 4 ate. wpe s AO iawn : 
a eye Wea rink wiybie Bwesrts aia? . 
,  bilwew cdeirw bereage ( daa re ye hie ie i peere 
a , "7 _ . : - : ar = 
~ 0 gait ate ht boene> bo >a re ta ous sos bl nels the, brs Yeie 
tA es iv? Eup. ; ereanl mie na Ww one ‘shee Ebvin a Pre eie 
ne A ae mn ar wr \ a bal : = . 7 ne i : 
ieee o ne ved., Lcanhinredet ata yee nage aud neg. iia ‘+ dae 
a ade aN “a : i” ¥, ar vr e 12” ¢ 7 an oe : 
‘{ begat iY Roqrad a ote ve =4 pa a hag duc pue sit ans 
; mT] U _ | > oe : 
7 4 any » ae - pit ee 7 _ - 
| Alyy soNie abana ae ene PpRRAIER Fee Dates) o> 
; , ae > cn . we re oa 
: ee Va 7 a eats ghia a. 2 Parity y a es ei j XY A F- ae % 
Nie AR ee: oo iy we, = 
ay Tha ’ er} “\ Sie | Me sia satel of aia , 
ef) 
iv - pa : a EG.! —_—— * 
2 ; 


’ a — 
a 
a8 ponent ‘viaetauk gage la | Lada wks S20 Oe 
the bt tn A 


Moet 
sacs 
mt te | 
7 ej a q wie gon 290%» 4-704 ae 
RAO" i. am patted ‘East 7 - 


“s ne Di a ‘ nif ; 
ci 
fi a a 2 " a na _ D yond —s pit hat pest ori 
i anos ic : UR... ae *@ = iy 7 


- de Hai bee ee i 


Soe 


Shares or any share of any other class ranking in any respect 
prior to or on a parity with the Preferred Shares Series C 
unless, in either case: (i) Adjusted Consolidated Net Earnings 
Available for Dividends for any twelve (12) consecutive months of 
the eighteen (18) calendar months immediately preceding the date 
of issue of such shares shall have been at least equal to two (2) 
times the annual dividend requirements on all Preferred Shares 
and other such shares ranking prior to or on a parity with the 
Preferred Shares Series C to be outstanding immediately after 
such issue; and (ii) Shareholders' Equity as at a date not more 
than one hundred and eighty (180) days prior to such issue, shall 
be at least equal to one and one-half (1-1/2) times the 
aggregate par value of all Preferred Shares and other shares of 
the. Companys rankingwin® priority tomor onal parity with: the 
Preferred Shares Series C to be outstanding immediately after 
such issue; provided that any of such shares which have been duly 
Called for redemption and for the redemption of which adequate 
provision has been made assuring that such shares shall be 
redeemed within thirty-five (35) days thereafter shall be 
considered to have been redeemed for the purpose of this 


« 


Clause 7. 


Liquidation, Dissolution or Winding-up 


Be In the event of the liquidation, dissolution or 
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winding-up of the Company, whether voluntary or involuntary, or 
any other distribution of assets of the Company among its 
shareholders for the purpose of winding-up its affairs, the 
holders of the Preferred Shares Series C shall be entitled to 
receive the amount paid up on such shares together with all 
accrued and unpaid cumulative preferential dividends thereon, 
which for such purpose shall be calculated as if such dividends 
were accruing on a day to day basis for the period from the 
expiration of the last period for which dividends thereon have 
been paid up to the date of such event, the whole before any 
amount shall be paid or payable or assets of the Company shall be 
Gistributed to the holders of the Common Shares or to the holders 
of any other shares ranking junior to the Preferred Shares Series 
C with respect to payment of capital. After payment to the 
holders of the Preferred Shares Series C of the amount so payable 
to them they shall not be entitled to share in any further 


distribution of the assets of the Company. 


Voting 

oF The holders of the Preferred Shares Series C shall be 
entitled to receive notice of, and to attend and, either in 
person or by proxy, vote at (on the basis of that number of votes 
for each Preferred Share Series C equal to the Conversion Basis 


then in effect) all meetings of the shareholders of the Company 
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other than separate meetings of the holders of shares of another 


series or class of shares of the Company. 


Notices 

Os Unless otherwise specifically provided herein or in the 
Preferred Shares Class Provisions, any notice, cheque, invitation 
for tenders or other communication from the Company provided for 
in the Preferred Shares Series C Series Provisions shall be sent 
to the holders of the Preferred Shares Series C by ordinary 
unregistered mail, postage prepaid, at their respective addresses 
appearing on the books of the Company or, in the event of the 
address of any such holder not so appearing then at the last 
known address of such holder. Accidental failure to give any 
such notice, invitation for tenders or other communication to one 
Or more holders of the Preferred Shares Series C shall not affect 
the validity thereof, but, upon such failure being discovered, 
the notice, invitation for tenders or other communication, as the 
case may be, shall be sent forthwith to such holder or holders 


and shall have the same effect as if given in due time. 


Amendments 

nla U4 The provisions of clauses 1 to 12, inclusive, of these 
Preferred Shares Series C Series Provisions, or any of them, may 
be repealed, altered, modified, amended or amplified only with 


the sanction of the holders of the Preferred Shares Series C 
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given as hereinafter specified in addition to any other approval 


required by the Act. 


Sanction by Holders of Preferred Shares Series C 


sk As The sanction of holders of the Preferred Shares Series 
C as to any and all matters referred to herein or as to any 
Change adversely affecting the rights or privileges of the 
Preferred Shares Series C may be given and shall be deemed to 
have been sufficiently given if given by the holders of the 
Preferred Shares Series C in the manner provided in clause 12 of 
the Preferred Shares Class Provisions, which provisions shall 
apply mutatis mutandis as though the term "Preferred Shares 
Series C" were used in such clause in place of the term 


“Preferred Shares”. 
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BRITISH NEWFOUNDLAND 
~CORPORATION LIMITED 


NOTICE 
of Annual General Meeting 


NOTICE is hereby given that the Annual General Meeting of the Company will be held in the Salon 
Outremont on the Conference Floor of the Hotel Bonaventure, 1 Place Bonaventure, Montreal, Quebec, at 
11:30 a.m. (Eastern Daylight Saving Time) on Wednesday, May 6, 1970, for the following purposes: 


1. To consider and, if thought fit, pass as an Ordinary Resolution, Resolution No. 1 entitled “Stock 
Option Plan” a copy of which is set forth below; 


2. To consider and, if thought fit, pass as an Ordinary Resolution, Resolution No. 2 entitled “Number 
of Directors”, a copy of which is set forth below; 


3. To consider the Company’s accounts and balance sheet and the reports of the directors and auditors 
for the year ended December 31, 1969 and, if thought fit, pass as an Ordinary Resolution, Resolution 
No. 3 entitled “Accounts and Reports”, a copy of which is set forth below; 


4. To elect directors; 
5. To appoint auditors and authorize the directors to fix their remuneration; 


6. To transact such other business of the Company as may properly come before the Meeting. 


Members (shareholders) who are unable to attend the Meeting in person are entitled to be represented by 
one or more proxies and are requested, after referring to the pertinent sections of the attached Information 
Circular, to date, sign and return the enclosed form of proxy to The Royal Trust Company, P.O. Box 
1810, Station “B”, Montreal 110, Quebec, not less than forty-eight hours before the time fixed for the 
Meeting. A Proxy need not be a Member of the Company. 


Dated this 10th day of March, 1970. 


By Order of the Board 


G. R. DEVEY 
Secretary 


Attached hereto: 
Proposed Resolutions 
Information Circular 


Enclosed herewith: 
Form of Proxy 


Postage paid addressed envelope 
(Version francaise au verso) 


RESOLUTIONS 


Resolution No. 1 — To be Proposed as an Ordinary Resolution 
Stock Option Plan 
RESOLVED 


THAT the Stock Option Plan for employees, adopted by the Board of Directors of the Com- 
pany on March 4, 1970, be and it is hereby approved. 


Resolution No. 2 — To be Proposed as an Ordinary Resolution 
Number of Directors 
RESOLVED 


THAT, pursuant to Article 79 of the Articles of Association of the Company and until 
otherwise determined by the Company in General Meeting, the number of Directors of the 
Company shall be twenty, but nothing in this Resolution contained shall abrogate or be 
deemed to abrogate in any manner whatsoever the right of the Directors to appoint 
additional Directors in accordance with the power conferred on them by Article 116 of 
the Articles of Association of the Company. 


- 


Resolution No. 3 — To be Proposed as an Ordinary Resolution 
Accounts and Reports 
RESOLVED 


THAT the Company’s accounts and balance sheet and the reports of the directors and 
auditors for the year ended December 31, 1969 be and they are hereby adopted. 


INFORMATION CIRCULAR 


This Information Circular is furnished in accordance with the provisions of The Securities Act, 1966, 
of Ontario, as amended, in connection with the solicitation by the management of British Newfoundland 
Corporation Limited (hereinafter sometimes called the “Company”) of proxies to be voted at the Annual 
General Meeting of the Company (the “Meeting”), to be held on the date and for the purposes set forth 
in the accompanying Notice of the said Meeting. The information contained herein is given as of the 
10th day of March, 1970. 


Solicitation of Proxies 


In addition to the present solicitation by management, proxies may also be solicited on behalf of 
management by directors, officers and regular employees of the Company, by mail, by telegram or by 
telephone. The cost of solicitation, which is expected to be nominal, will be borne by the Company. 


poh 2 a 
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Particulars of Special Matters to be Acted On 
At the Meeting, the Members (Shareholders) will be asked to: 
(a) pass an Ordinary Resolution (Resolution No. 1 entitled “Stock Option Plan”) approving the Stock 
Option Plan which was adopted by the Board of Directors on March 4, 1970, under which options in 
respect of unissued Common Shares of the Company may be granted to employees of the Company 
and its subsidiaries. Subject to appropriate adjustments in the event of changes in the capitalization of 
the Company, the number of Common Shares in respect of which options may be granted is limited to 
500,000. The Plan will be administered by a committee consisting of three members of the Board of 
Directors, including the President and Chief Executive Officer, who may at any time prior to May 1, 
1975 grant options having a duration of not more than five years. Options may be granted at prices of 
not less than 90% of the market price as defined in the Plan when the market price exceeds $5 per 
share and not less than 85% of such market price when the market price is not more than $5 per share. 
Subject to the limitations contained in the Plan, the number of Common Shares subject to each option 
and the terms of each option will be such as the committee granting such options may decide. Under the 
Plan the directors retain the right to amend or discontinue it. The Plan will not become effective unless 
it is approved by the shareholders of the Company. Copies of the Plan are available for inspection during 
normal business hours at the offices of the Company, One Westmount Square, Montreal 216, Quebec. 


(b) pass an Ordinary Resolution (Resolution No. 2 entitled “Number of Directors”), fixing the number 
of directors at twenty until otherwise determined by the Company in General Meeting, pursuant to 
Article 79 of the Articles of Association of the Company. 


Election of Directors 


The shares represented by the proxies hereby solicited will be voted for the election of each of the 
proposed nominees listed below (or for substitute nominees in the event of contingencies not known at 
the date hereof). Each such nominee who is elected a director shall hold office until his retirement 
in due course by rotation pursuant to the Company’s Articles of Association, unless his office is vacated 
earlier, as therein provided. Normally, the number nearest to but not exceeding one third of the directors 
for the time being in office retire by rotation at each annual general meeting and the directors so retiring 
are those who have been longest in office since their last election. A retiring director is eligible for re-election. 


PROPOSED NOMINEES FOR ELECTION 


(a) The following directors are eligible for re-election by rotation: 


Name and Offices Period of Service Common Shares of the Company 
held with the Company as a Director beneficially owned, directly 
(From) or indirectly 

J. Georges-Picot, KBE September 1958 None 

Sam Harris* July 1963 10,000 

J. H. Mowbray Jones, D.Eng. December 1962 1,000 

M. F. Nicholson* July 1964 None 
(Vice-President & General Manager) 

Gordon F. Pushie December 1963 None 


*Member of the Executive Committee of the Board of Directors. 
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(b) The following director was appointed since the last Annual General Meeting and is eligible for 
re-election pursuant to Article 116: 


Name and Offices Period of Service Common Shares of the Company 
held with the Company - as a Director beneficially owned, directly 
(From) or indirectly 
Jean-Paul Gignac January 23, 1970 100 


(c) The following persons are proposed for election as additional directors: 


Name and Offices Period of Service Common Shares of the Company 
held with the Company as a Director beneficially owned, directly 
(From) or indirectly 
Robert D. Armstrong None None 
Robert D. Mulholland None None 


PRINCIPAL OCCUPATION OF PROPOSED NOMINEES FOR ELECTION 


Set out below are the present principal occupation or employment of each person proposed to be nomi- 
nated for election as a director and, in respect of the last three, the principal occupations or employments 
within the five preceding years: 


Jacques Georges-Picot, Chairman of the Board and Managing Director of Compagnie Financiére de Suez 
et de l'Union Parisienne, investment and holding corporation, of Paris, France. 


Sam Harris, a senior partner of Strasser, Spiegelberg, Fried & Frank, attorneys-at-law, of New York, 
U.S.A. 


John Hugh Mowbray Jones, retited industrialist, and a director of The Bowater Paper Corporation 
Limited, of London, England. 


Michael Franklin Nicholson, a Vice-President and the General Manager of the Company. 
Gordon Frizzell Pushie, Industrial Consultant. 


Jean-Paul Gignac, President and General Manager of Sidbec since 1966 and of Dominion Steel and Coal 
Corporation Limited (Dosco) since 1968. From 1961 to 1969, he was a Commissioner of the Quebec 
Hydro-Electric Commission. Sidbec and Dosco constitute that part of the iron and steel industry in 
Quebec which is owned by the Government of Quebec. 


Robert D. Armstrong, President of Rio Algom Mines Limited since May 1, 1966. Prior thereto, from 
March 1964, he was President of Canadian Foundation Company Limited, a major construction and 
engineering company. 


Robert D. Mulholland, Vice-Chairman of the Bank of Montreal since December 1968. Prior thereto he 
was, from May 1967, President, from January 1966 to April 1967, Executive Vice-President and Chief 
General Manager, and from January 1965 to December 1966, Chief General Manager of the Bank. 
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The term of office of the following directors continues after the Meeting: 


Name and Offices 
held with the Company 


CONTINUING DIRECTORS 


Period of Service 
as a Director 


Common Shares of the Company 
beneficially owned, directly 


(From) or indirectly 
Henry Borden, SM, CMG, QC* July 1963 2,230 
(Chairman) 
The Hon. Maurice Bourget, PC July 1963 850 
Bernard D. Broeker April 1969 1,000 
Paul Desmarais April 1969 None 
Sir Val Duncan, OBE* April 1953 to 7,020 
(Chairman of Executive Committee) July 1963; and from 

October 1963 

G. Peter Fleck October 1963 None** 
Lewis W. Foy April 1969 1,000 
William D. Mulholland* May 1969 100,000 
(President & Chief Executive Officer 
and Deputy Chairman of 
Executive Committee) 
Edmund L. de Rothschild, TD* June 1954 3557 00%* 
H. Greville Smith, CBE August 1959 100 
Arthur S. Torrey September 1954 5,000 
Sir Mark Turner* April 1969 None 


*Member of the Executive Committee of the Board of Directors. 
**Partner in N. M. Rothschild & Sons which beneficially owns 202,500 Common Shares. 
PRINCIPAL OCCUPATION OF CONTINUING DIRECTORS 


Set out below are the present principal occupation or employment of each person whose term of office 
as a director will continue after the Meeting and, in respect of William D. Mulholland, the principal 
occupation or employment within the five preceding years: 


Henry Borden, Chairman of the Company. 
The Hon. Maurice Bourget, Member of the Senate of Canada. 


Bernard D. Broeker, Chairman of the Finance Committee and General Counsel of Bethlehem Steel 
Corporation, manufacturer of steel and steel products, of Bethlehem, Pa., U.S.A. 


Paul Desmarais, Chairman and Chief Executive Officer of Power Corporation of Canada Limited, invest- 
ment and holding company. 


Sir Val (John Norman Valette) Duncan, Chairman and Chief Executive of The Rio Tinto-Zinc Corpora- 
tion Limited, international mining and industrial corporation, of London, England. 


Gustav Peter Fleck, Chairman of New Court Securities Corporation, investment banking company, and 
Chairman of Amsterdam Overseas Corporation, diversified finance company, both of New York, U.S.A., 
and a partner of N. M. Rothschild & Sons, Merchant Bankers, of London, England. 


stm 


Lewis W. Foy, Vice-President, Purchasing, Bethlehem Steel Corporation. 


William D. Mulholland, President and Chief Executive Officer of the Company and of Churchill Falls 
(Labrador) Corporation Limited since January 5, 1970. For more than the previous five years, he was 
a partner of Morgan Stanley & Co., investment banking company, of New York, U.S.A. 


Edmund Leopold de Rothschild, Senior Partner of N. M. Rothschild & Sons, Merchant Bankers, of 
London, England. 


Harold Greville Smith, President of Canadian International Trust Limited, investment trust. 


Arthur Starratt Torrey, retired, and Honorary Chairman of Pitfield, Mackay, Ross & Company Limited, 
investment dealers. 


Sir Mark Turner, Deputy Chairman of Kleinwort, Benson Ltd., Merchant Bankers, and of The Rio 
Tinto-Zinc Corporation Limited, international mining and industrial corporation, both of London, 
England. 


Appointment of Auditors 


It is intended that the shares represented by the proxies hereby solicited will be voted for the reappoint- 
ment of Peat, Marwick, Mitchell & Co., 1155 Dorchester Boulevard West, Montreal, Quebec, as auditors 
of the Company to hold office until the next annual general meeting of Members and the authorization 
of the directors to fix their remuneration. 


Voting Shares and Principal Holders Thereof 


As at the date hereof, there are outstanding 22,822,152 Common Shares of the Company without nominal 
or par value, being the only equity shares of the Company issued and entitled to be voted at the Meeting. 


To the knowledge of the directors and senior officers of the Company the only person or company, 
at the date hereof, which beneficially owns, directly or indirectly, more than 10% of the Common Shares 
of the Company is The Rio Tinto-Zinc Corporation Limited, 6 St. James’s Square, London, England, 
which itself owns 100 Common Shares and which beneficially owns 11,068,264 Common Shares through 
its subsidiary, Tinto Holdings Canada Limited (Tinto Holdings), Suite 3209, Toronto-Dominion Centre, 
Toronto, Ontario, and Tinto Holdings’ subsidiary, Thornwood Investments Limited (Thornwood), 
280 Duckworth Street, St. John’s, Newfoundland, being an aggregate of 11,068,364 Common Shares 
or approximately 49% of the outstanding Common Shares of the Company. Bethlehem Steel Corporation, 
Bethlehem, Pa., U.S.A., a minority shareholder of Thornwood, owns through its subsidiary, Interocean 
Shipping Company, c/o The International Trust Company of Liberia, 80 Broad Street, Monrovia, 
Liberia, 897,767 Common Shares of the Company. 


Each Member is entitled to one vote for each Common Share of the Company registered in his 
name. Any Member may appoint another person (whether a Member or not) as his proxy to attend and 
vote in his place and stead. The instrument appointing the proxy shall be in writing under the hand of 
the appointor or of his attorney, duly authorized in writing or, if the appointor be a corporation, either 
under its Common Seal or under the hand of an officer or attorney so authorized. 


The instrument appointing a proxy and the power of attorney or other authority (if any) under which 
it is signed, or a notarially certified copy of such power of authority, shall be deposited at the address 
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indicated in the Notice of Meeting not less than forty-eight hours before the time appointed for holding 
the Meeting or adjourned Meeting at which the person named in the instrument proposes to vote, or in 
the case of a poll taken subsequently to the date of a Meeting or adjourned Meeting, not less than twenty- 
four hours before the time appointed for the taking of the poll and in default the instrument shall not be 
treated as valid. 


Voting of Shares Represented by Management Proxy 


The accompanying form of proxy confers discretionary voting authority upon the persons designated 
therein. The shares represented by any valid Instrument of Proxy on the said form and appointing the 
persons named therein to represent the Member at the Meeting will be voted, subject to the provisions of 
Section 105 of The Securities Act, 1966, of Ontario, in accordance with the directions of the Member 
as specified in the Instrument of Proxy. In the absence of such directions, the shares represented by 
such Instrument of Proxy will be voted in favour of the resolutions set forth in the Notice of Meeting, 
namely: Resolution No. 1 entitled “Stock Option Plan”; Resolution No. 2 entitled “Number of Directors”; 
and, Resolution No. 3 entitled “Accounts and Reports.” 


Management is not aware of any matters other than those identified in the Notice of Meeting 
that may come before the Meeting. If, however, other matters properly come before the Meeting, the 
persons designated in the enclosed form of proxy will vote thereon in accordance with their best judgment 
pursuant to the discretionary authority conferred by the Instrument of Proxy with regard to such matters. 


Designation of Persons Other Than Those Named in the Management Proxy 


Each Member has the right to designate as his proxy a person other than those designated in the 
accompanying form of proxy to attend and vote for such Member at the Meeting. Any Member 
desiring to exercise such right may do so by striking out the names of the persons designated in the 
accompanying form of proxy and inserting, in the space provided, the name of the person he wishes 
to designate as his proxy, or he may do so by executing an instrument appointing a proxy in a form 
similar to the accompanying form of proxy. 


Revocability of Proxy 


A Member giving a proxy has power to revoke it at any time before it has been exercised, provided 
intimation in writing of such revocation shall have been received by the Company at its registered office 
or at the office of The Royal Trust Company, P.O. Box 1810, Station “B”, Montreal 110, Quebec, before 
the commencement of the Meeting or adjourned Meeting, or the taking of the poll at which the Instrument 
of Proxy is to be used. 


Remuneration of Management and Others 


The aggregate direct remuneration paid to directors and senior officers of the Company during the year 
ended December 31, 1969 by the Company and British Newfoundland Exploration Limited was $111,669 
and by Churchill Falls (Labrador) Corporation Limited was $85,476. In addition certain senior officers 
of the Company whose services were provided pursuant to an agreement with Rio Tinto North American 
Services Limited have received remuneration directly from that Company. 


RA 2 [ies 


The estimated aggregate cost to the Company and its subsidiaries in the year ended December 31, 
1969 of all pension benefits proposed to be paid under any normal pension plan, directly or indirectly, 
by the Company and its subsidiaries to directors and senior officers of the Company, in the event of their 
retirement at normal retirement age, was $12,667. 


On March 4, 1970, the Board of Directors approved an extension of six months to November 11, 
1970 of the time for the exercise of options to purchase 81,500 Common Shares of the Company at a 
price of $4.73 per share granted prior to the financial year ended December 31, 1969 to two senior officers 
of the Company who have since died. The price range of the shares in the thirty-day period preceding 
March 4, 1970 was from $4.70 to $4.90 per share. 


Options to purchase 15,000 Common Shares of the Company granted to directors and senior officers 
of the Company prior to the financial year ended December 31, 1969 have been exercised since the com- 
mencement of that financial year at a price of $4.73 per share. The aforesaid shares were purchased 
on December 18, 1969 and the price range of the.shares in the thirty-day period preceding the date of 
purchase was from $4.90 to $5.50 per share. 


Interest of Management and Others in Material Transactions 


There were no material transactions since January 1, 1969, or proposed material transactions, which 
have materially affected or will materially affect the Company or any of its subsidiaries and in which 


(i) any director or senior officer of the Company; 
(ii) any proposed nominee for election as a director of the Company; 


(iii) any person or company which, to the knowledge of the directors and senior officers of the Company, 
beneficially owns, directly or indirectly, more than 10% of the Common Shares of the Company; and 


(iv) any associate or affiliate of any of the foregoing persons or companies, 


has any direct or indirect material interest. 


Dated as of the 10th day of March, 1970. 
By Order of the Board 


G. R. DEVEY 
Secretary 
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ONE WESTMOUNT SQUARE, MONTREAL, QUEBEC, CANADA H3Z 2X5 TELEPHONE (514) 931-5771 


AR30 


To the Shareholders: 
GoD 3 g 107 
AY ar G 197 


For some time Brinco Limited has been 
carrying out a work program to assess the feasibility 
of developing Abitibi Asbestos Mining Company Limited's 
"A" asbestos deposit, Maizerets Township, Quebec. Brinco 
recently delivered the latest status report on its evaluation 


of the deposit to Abitibi Asbestos. 


With the permission of Abitibi Asbestos, 


a copy of the report is enclosed for your information. 


April nil97 6. 


UN, WESTMOUNT SQUARE, MONTREAL, QUEBEC, CANADA H3Z 2X5 TELEPHONE (514) 931-5771 


Aux Actionnaires: 


Depuis un certain temps, Brinco a procédé 
un programme de travaux en vue d'évaluer la rentabilité 
du développement du gisement d'amiante "A", de la 
Société de Minerais d'Amiante d'Abitibi Limitée dans 
le Canton de Maizerets, Québec. Brinco a récemment 
remis & la société Abitibi son plus récent rapport sur 
l'état de son évaluation du gisement. 

Avec la permission de la société Abitibi, 
une copie de ce rapport est ci-attachée pour votre 


information. 


le Il ‘avril, 1976 


Abitibi Asbestos 
Mining Company 
Limited 
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APR 91976 


To: The Shareholders of Abitibi Asbestos Mining Company Limited. 


The Company’s interim report dated September 17, 1975 for the six months ended June 30, 1975 included a review of the 
status of the work program being carried out by Brinco Limited in assessing the feasibility of developing the Company’s “A” 
asbestos deposit, Maizerets Township, Quebec. Further work has been done on the evaluation of the deposit and the 
latest status report has now been received from Brinco and is set out below. Copies of the September 17, 1975 report to 
shareholders containing information on the “A” deposit are available from the Secretary of the Company upon request. 


The highlights of the Brinco report are as follows: 
— The study of the deposit covering technical and certain economic aspects has been completed. 


— The current estimate of all new funds that would be required if a decision were made to bring the deposit into 
commercial production based on the concept set forth in the report, is $292 million. 


— Brinco is now engaged in a review of the viability of developing the deposit. 
The full text of the Brinco status report is as follows: 


1. Introduction 


The study of the “A” asbestos deposit, Maizerets Township, Quebec, has been completed, and Brinco is now engaged ina 
review of the study in order to determine the viability of developing the deposit in the light of present and projected 
asbestos market conditions, projected capital requirements and operating costs, financing alternatives, environmental 
considerations and economic conditions generally. 


As at March +, 1976, the estimate of all new funds that would be required, if a decision to start were made in the second 
half of 1976, and the “A” deposit brought into commercial production within forty-one months of such a decision, is $292 
million. This estimate includes a provision for owner's costs, further development work, the excess of costs over revenue 
during the first three to four months of initial operations, working capital requirements, and interest charges assuming that 
approximately two-thirds of these new funds would be raised as debt. 


2. The Mining and Fibre Recovery Concept and Related Estimates 


In the previous report, the estimate of the cost of bringing the deposit into commercial production was in the order of $260 
million, excluding certain working capital requirements, interest during construction and all other financing costs. 
Subsequently, allowances were made for the working capital items previously excluded and for the estimated excess 
expenditures over revenue in the first three to four months of initial operations. With provision for these items, the estimate 
was revised to $270 million. After a comprehensive review of the cost estimate, taking into account the new open pit design 
with steeper slopes, it is thought possible that a reduction of $19 million could be achieved. This reduction would be offset 
by a provision of $24 million, which is estimated to cover the additional escalation in costs, for an assumed start in 1976 
rather than in 1975. If it is further assumed that approximately two-thirds of the new capital to be financed would be raised 
as debt, bearing an assumed interest rate of 10% per annum, interest charges in the order of $17 million would be incurred 
prior to the start of commercial production. Thus, as at March 1, 1976, the estimate of all new funds required is $292 
million. AS mentioned earlier, financing alternatives are under review, but no arrangements have been made. 


The concept for mining and recovering asbestos fibre includes the following: 


The removal of 36 million cubic yards of unconsolidated overburden covering the deposit. Most of this would be done 
by suction dredging prior to the commencement of rock mining. Portable diesel generators would be required to 
provide the electricity for dredging. 


Based on technical studies to date, about 217 million tons of rock would be mined from an open pit with ultimate 
slopes ranging to 45 degrees to the horizontal. This quantity comprises approximately 82 million tons of near barren 
rock and close to 135 million tons of fibre-bearing rock. 


The portions of the deposit actually mined and the tonnages actually processed in the mill (rather than disposed of as 
waste or stockpiled for possible later processing) would vary with a large number of factors, including the prevailing 
costs of labour, power, material and supplies, market prices for fibre and further information concerning the deposit 
acquired during the course of operations. A production schedule developed for planning purposes calls for the 
processing of a minimum of 103 million tons of fibre-bearing rock having an average gross value of approximately $10 
per ton (at list prices current in mid-February, 1976, with no allowances being included for a possible strength 
premium, processing losses or selling costs and discounts which may be necessary) at a fixed rate of 7 million tons 
per year. This would yield approximately. 220,000 tons of fibre per year in the 4T to 7D grade range for seven years 
after the initial build-up year, with the annual production of fibre progressively declining thereafter at an approximate 
rate of 10,000 tons per year for a further seven years. To achieve this fibre production it would be necessary to mine 
selectively at a rate of 21 million tons of rock per year for the first seven years of commercial operation with annual 
tonnages mined declining thereafter. In addition to rock mining, up to 4 million tons per year of remaining overburden 
would also have to be removed by dry mining in early years. 


Commercial operations would require as many as 650 people at site, for mining and processing on a three shift basis. 


Bulk sample fibre tested to date has good strength characteristics, which for certain uses might command a premium 
on prices based solely on length distribution. 


3. Other Matters 


Ways and means of improving the current mining and processing concept are continuously being reviewed. For example, it 
may be possible through additional expenditures in the order of $18 million to increase process plant capacity by 15%, for 
the production of up to 250,000 tons of fibre per annum recovered from 8 million tons per year of fibre-bearing rock. Among 
other matters, the merits as well as the costs of increasing fibre recovery in the process plant without increasing the 
amount of rock processed, are being assessed. 


Estimates mentioned in this report allow for the cost of assuring a high standard of air cleanliness and comfortable working 
conditions in operations. At this time, these allowances are believed to be more than adequate to meet the presently 
proposed Quebec regulations governing the quality of the occupational environment inside the process plant and the 
presently proposed federal regulations governing emissions to the atmosphere. The Committee for the Study of Health in 
the Asbestos Industry appointed by the Quebec Government is now holding public hearings. It is expected that its 
preliminary report to the Government on the presently proposed regulations and their enforcement will be submitted in the 
near future. 


The settlement in October, 1975 of the long strike in the Thetford Mines region of Quebec has resulted in substantial 
increases in wages and benefits to asbestos workers. Leading Quebec asbestos producers have announced new fibre 
prices for export sales. These changes have been recognized in the study of the “A” deposit. The Federal Government, as 
part of its price and wage control program, is currently monitoring profits derived from export sales. 


Preliminary discussions with Hydro-Quebec have taken place concerning the availability of permanent power at site in 
advance of October, 1979, the date called for in Hydro-Quebec’s present plans for the region, and the financial commit- 
ments which such an advancement might entail. 


During 1975, Abitibi fibre was evaluated in Japan by certain major manufacturers of asbestos cement products and the 
results reported so far have been satisfactory. Expressions of interest continue to be received from other potential fibre 
purchasers. 


The estimates quoted in the above report relate to a mining and process concept which, of necessity, is based on a number 
of assumptions. Changes in any of these assumptions could result in changes in the estimates. 


March 22, 1976 D. R. De Laporte, 
Montreal, Quebec. President 
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Appendix — Brinco Preferred Shares Conditions ....A-1 


SUMMARY 


The following is a summary of certain information contained in this Information Booklet relat- 
ing to the proposed merger of Brinco Limited and Conuco Limited. More detailed information may 
be found elsewhere in this Information Booklet, and statements in the following summary are qual- 
ified by and made subject to the more extensive discussion contained elsewhere herein. In addition, 
this Information Booklet contains information not summarized in this summary. 


introduction 


The shareholders of Conuco Limited (‘‘Conuco’’) and Brinco Limited (‘Brinco’”’) are being asked 
to consider and vote upon the corporate-steps necessary to accomplish the merger of their respec- 
tive companies. The merger is to be effected pursuant to a merger and amalgamation agreement 
providing for the amalgamation of Conuco with three of its affiliated companies, namely Caballero 
Exploration Ltd., Canada 91639 Limited and Exalta Petroleums Ltd. Upon the amalgamation, the 
shareholders of the amalgamating companies (other than the amalgamating companies them- 
selves) will receive one special share of the amalgamated company for each three common shares 
or convertible preferred shares of Conuco. Each special share will be exchangeable at the holder's 
option, for a period of 60 days following the amalgamation, into one common share, one preferred 
share Series A and one preferred share Series B of Brinco. At the end of the 60 day period, each 
special share which has not been so exchanged (other than special shares held by Brinco) will be 
redeemed for one common share, one preferred share Series A and one preferred share Series B 
of Brinco. 


Brinco is currently the registered holder of one preferred share of Canada 91639 Limited which 
share will be converted into one common share of the amalgamated company, so that following 
the exchange and redemption of special shares of the amalgamated company referred to above, 
the amalgamated company will be a wholly-owned subsidiary of Brinco. 


Reference is made to the chart entitled “‘Present Ownership of Conuco and Affiliated 
Companies” on page 5 and to the heading ‘Merger Steps” on page 6. 


Merging Companies 


Brinco is a Newfoundland public company engaged, through subsidiaries and other interests, in 
the exploration for and development of natural resources in Canada and the United States, 
principally uranium, asbestos, zinc, lead, copper, gold, oil and natural gas. Reference is made to Part 
IV “‘Brinco’’ commencing on page 39. 


Conuco is an Alberta public company engaged, directly and through subsidiaries (including 
Exalta Petroleums Ltd.), in the exploration for and development of oil and natural gas properties in 
Canada and the United States. Reference is made to Part lil ““Conuco and Affiliated Companies” 
commencing on page 25. 


Reasons for the Merger 


The principal reason for the merger is to create a company which will be a stronger and more 
efficient entity in the Canadian natural resource industry than either Conuco or Brinco is at present. 
The respective boards of directors of Brinco and Conuco consider that a combination of current 
properties and assets and the experience of management of the two companies together with the 
financial resources of Brinco will be effective in achieving this goal and will result in a company 
which will be better able to provide a return to shareholders and future investors. For a more detailed 
discussion of the reasons for the merger reference is made to the heading “Reasons for Merger’ on 
page 11. 


Required Shareholder Action 


In order for the amalgamation of Conuco and its affiliated companies to become effective, in 
addition to adoption by the shareholders of the other amalgamating companies, the merger and 
amalgamation agreement must be adopted by at least 75% of the votes cast by the holders of 
common shares and convertible preferred shares of Conuco present in person or represented by 
proxy at separate meetings of the holders of such classes of shares. All of the directors and senior 
officers of Conuco intend to vote or to cause the shares of Conuco beneficially owned or controlled 
by them to be voted in favour of the adoption of the merger and amalgamation agreement. Such 
directors and officers as a group beneficially own or control approximately 60.4% of the issued and 
outstanding common shares and approximately 25.5% of the issued and outstanding convertible 
preferred shares of Conuco. 


The amendment to the authorized capital of Brinco which is necessary to effect the merger 
must be approved by a resolution passed by at least 75% of the votes cast by the holders of 
common shares of Brinco present in person or represented by proxy at a shareholders meeting of 
Brinco. Thornwood Investments Limited, which holds 82.5% of the outstanding common shares of 
Brinco, intends to vote for the approval of such amendment. 


Conditions of Merger 


In addition to approval of the merger by the shareholders as referred to above, the merger is 
subject to the satisfaction of a number of conditions, including obtaining approval under the 
Foreign Investment Review Act (Canada) and the approval of the Supreme Court of Alberta. In 
addition to any modification of the terms of the merger made by the shareholders, the parties to 
the merger and amalgamation agreement may, without further authorization by their respective 
shareholders, at any time prior to the amalgamation, modify any of the covenants or the performance 
of any of their respective obligations contained in the merger and amalgamation agreement. 
Their respective boards of directors may also, by mutual agreement, terminate the merger and 
amalgamation agreement without further action on the part of their respective shareholders. In 
approving the amalgamation, the Supreme Court of Alberta is required to have regard to the 
interests of dissentient shareholders but, subject to such requirements, dissentient shareholders will 
not have any right to have their shares appraised and to receive the appraised cash value thereof. 
Brinco Shares 

If the merger is approved, by the end of the 61st day following the amalgamation shareholders 
of Conuco (other than Canada 91639 Limited and Brinco) will receive one common share, one pre- 
ferred share Series A and one preferred share Series B of Brinco for every three common shares or 
convertible preferred shares of Conuco held before the merger and will no longer hold any shares 
of Conuco. 

The preferred shares Series A of Brinco will have the following major attributes: 


Ranking: In priority to common shares on payment of dividends and on liquidation 
or distribution of assets. 

Dividends: Fixed cumulative preferential cash dividends at an annual rate of 7% per 
annum on par value ($5.50) payable quarterly. 

Convertible: During five years from amalgamation into 0.55 of a common share, sub- 
ject to adjustment in event of dilution. 

Retraction at Option During a period of not less than 90 days upon expiration of five years from 

of Holder: amalgamation at $5.50 per share plus any accrued and unpaid dividends. 

Redemption by Not redeemable for period of 30 months from amalgamation. Thereafter 

Brinco: redeemable only if market price of common shares is not less than 150% 


of equivalent conversion price of preferred shares Series A (initially 
$10.00). 


Issue of other shares May not be issued unless (i) adjusted consolidated net earnings available 
ranking priorto oron _ for dividends are equal to at least two times the annual dividend require- 
a parity with preferred ments on all preferred shares Series A and other shares ranking prior to or 
shares Series A: on a parity with the preferred shares Series A to be outstanding 
immediately after such issue and (ii) shareholders’ equity is equal to at 
least one and one-half times the aggregate par value of all preferred 
shares Series A and other shares ranking prior to or on a parity with pre- 
ferred shares Series A to be outstanding immediately after such issue. 


Voting Rights: Each preferred share Series A will carry a fraction of a vote equal to the 
conversion basis of such share into common shares at all meetings of 
shareholders (initially 0.55 of a vote). In addition, while at least 10% of the 
total number of preferred shares Series A originally outstanding remains 
outstanding, holders of preferred shares Series A will be entitled to elect 
two directors. 


The preferred shares Series B will have the following major attributes: 


Ranking: On a parity with preferred shares Series A on liquidation or distribution 
of assets. 

Retraction at Option Upon 30 days’ notice during 12 months following amalgamation at a price 

of Holder: of $5.50 per share. 

Convertible at Option During 12 months following amalgamation into 0.55 of a common share, 

of Holder: subject to adjustment in event of dilution. 

Deemed Conversion: Upon expiration of 12 months following amalgamation, any outstanding 


preferred shares Series B will automatically convert into common shares 
upon conversion basis then in effect. 


Issue of other shares May not be issued unless shareholders’ equity is equal to at least one and 
ranking priorto oron one-half times aggregate par value of all preferred shares Series B and 
a parity with preferred other shares ranking prior to or on a parity with preferred shares Series B 
Shares Series B: to be outstanding immediately after such issue. 


Voting Rights: Each preferred share Series B will carry a fraction of a vote equal to the 
conversion basis of such share into common shares at all meetings of 
shareholders (initially 0.55 of a vote). 


Holders of common shares of Brinco will be entitled to dividends if, as and when declared by the 
directors, subject to the prior rights of holders of preferred shares. In the event of the liquidation, 
dissolution or winding-up of Brinco, such holders would be entitled to receive the remaining assets 
of Brinco after all required payments to the holders of preferred shares. Holders of common shares 
are entitled to one vote for each common share at all meetings of shareholders except meetings at 
which only holders of another class or series are entitled to vote. 


Reference is also made to Part V of this Information Booklet entitled ‘‘Description of Brinco 
Shares” commencing on page 56. The entire text of the terms and conditions to be attached to the 
preferred shares of Brinco as a class and to the preferred shares Series A and preferred shares Series 
B of Brinco, in particular, are set out in the Appendix to this Information Booklet. 


Tax Consequences 


For many Conuco Shareholders, the exchange of their special shares of the amalgamated 
company into shares of Brinco as referred to above will not result in any income tax liability 
pursuant to the Income Tax Act (Canada). However, if such holders fail to exchange their special 
shares during the 60 day period following the amalgamation, thereby permitting such special shares 
to be redeemed, they may incur income tax liability. Prior to the amalgamation, Conuco will apply 
for a ruling from the United States Internal Revenue Service to the effect that the merger and 
amalgamation will constitute a tax-free reorganization for purposes of United States federal income 
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taxes. The Canadian and United States income tax consequences of the merger are discussed 
under the heading ‘‘Income Tax Consequences” on page 17. 


Opinion as to Fairness 


McLeod Young Weir Limited, the financial advisor to Brinco, has at the request of Brinco and 
Conuco, furnished an opinion to the respective shareholders of Conuco and Brinco to the effect that 
the merger is fair and equitable from a financial point of view to the shareholders of Conuco and 
any dilution to the shareholders of Brinco resulting from the merger is more than compensated for 
by other benefits to Brinco resulting from the merger. A copy of this opinion appears on page 93. 


Reference is also made to the heading ‘Exchange Ratio and Financial Advisor's Opinion” on page 
1: 


Summary of Financial Data 


The following table sets forth historical and pro-forma financial data for the periods indicated, 
which has been derived from the historical and pro-forma consolidated financial statements of 
Conuco and Brinco appearing elsewhere in this Information Booklet and which should be read in 
conjunction with those financial statements and related notes. 


Merged Company — 


Brinco Conuco Pro-Forma (') 
(Year Ended (Year Ended (Year Ended 
December 31, 1978) March 31, 1979) March 31, 1979) 
Gross Revenues $ 3,812,000 $1,830,000 $ 5,912,000 
Earnings (Loss) before 
Extraordinary Item $ 86,000 $ (327,000) $ (358,000) 
Net Earnings (Loss) $ 1,662,000 (2) $ (327,000) $ (350,000) (3) 
Earnings (Loss) per common share 
before Extraordinary Item 0.6¢ (9.0¢) (7.0¢) 
Net Earnings (Loss) per common share 11.3¢ (?) (9.0¢) (7.0d¢) (3) 
Working Capital $44,757,000 $ 716,000 $45,100,000 
Exploration and Development 
Expenditures $ 4,270,000 $3,406,000 $ 7,923,000 
Notes: 


(1) The pro-forma summary financial data has been prepared by aggregating the figures on the respective financial state- 
ments of Brinco and Conuco for the 12 months ended March 31, 1979. 


(2) These figures include an extraordinary gain of $1,576,000 relating to the increase in book value of Brinco’s investment in 
Coseka Resources Limited as a result of Coseka’s acquisition in February 1978 of Taiga Resources Limited. 


(3) The pro-forma net earnings (loss) and net earnings (loss) per common share of the Merged Company for the 12 months 
ended March 31, 1979 do not include the extraordinary gain referred to in Note 2. 


I. GLOSSARY OF TERMS 


In this Information Booklet: 


“Amalgamation” means the amalgamation of Conuco, Caballero, 91639 and Exalta to constitute 
Resources and with reference to a point in time means the time of issue of a certificate of amalga- 
mation with respect thereto pursuant to section 156 of The Companies Act (Alberta); 


“Brinco’’ means Brinco Limited, a company incorporated under the laws of Newfoundland; 


“Brinco Common Shares’’ means common shares without nominal or par value in the capital 
of Brinco; 


“Brinco Preferred Shares’’ means the class of preferred shares with a par value of $5.50 each in 
the capital of Brinco, issuable by the directors of Brinco in series having the terms and condi- 
tions set out in Part A to the Appendix, and of which the Brinco Preferred Shares Series A and the 
Brinco Preferred Shares Series B will be the first two series; 


“Brinco Preferred Shares Series A’’ means the first series of Brinco Preferred Shares which 
shall be designated as 7% cumulative convertible redeemable retractable preferred shares series A 
and shall have the terms and conditions set out in Part B to the Appendix; 


““Brinco Preferred Shares Series B’’ means the second series of Brinco Preferred Shares which 
shall be designated as convertible retractable preferred shares series B and shall have the terms 
and conditions set out in Part C to the Appendix; 


“Brinco Shares’’ means collectively the Brinco Common Shares, the Brinco Preferred Shares 
Series A and the Brinco Preferred Shares Series B; 


“Brinco Shareholders Meeting’”” means the Extraordinary General Meeting of shareholders of 
Brinco to be held on September 24, 1979 in respect of which this Information Booklet is being 
provided and which is being held for the purposes of, among other things, considering and, if 
thought fit, approving the execution and delivery by Brinco of the Merger and Amalgamation 
Agreement and approving the performance by Brinco of its obligations therein contained 
including, without limitation, the creation of the Brinco Preferred Shares; 


“Caballero’’ means Caballero Exploration Ltd., a company incorporated under the laws of 
Alberta; 


“Conuco”’ means Conuco Limited, a company continued under the laws of Alberta; 


“Conuco Common Shares’’ means the common shares without nominal or par value in the 
capital of Conuco; 


“Conuco Convertible Preferred Shares’’ means the convertible redeemable cumulative preferred 
shares with a nominal or par value of $3.50 each in the capital of Conuco; 


“Conuco Shareholders’’ means collectively the holders of the Conuco Shares (other than 
91639), the holders of the common shares without nominal or par value of Caballero and the hold- 
ers of the common shares without nominal or par value of 91639 (other than Caballero); 


“Conuco Shareholders Meetings” means the Annual and Special General Meeting of sharehold- 
ers of Conuco and the Special General Meeting of holders of Conuco Convertible Preferred Shares 
to be held on September 26, 1979 in respect of which this Information Booklet is being provided 
and which are being held for the purposes of, among other things, considering and, if thought fit, 
adopting the Merger and Amalgamation Agreement and approving the transactions contemplated 
thereby; 


‘‘Conuco Shares” means collectively the Conuco Common Shares and the Conuco Convertible 
Preferred Shares; 


“Exalta’’ means Exalta Petroleums Ltd., a company incorporated under the laws of Alberta; 


“Exchange Privilege’ means the exchange privilege to be attached to the Resources Special 
Shares whereby a holder of such shares may exchange such shares during the Interim Period for 
Brinco Shares as described under the heading ‘‘Merger Steps — Exchange Privilege” on page 7; 


“Interim Period’ means the period of time commencing upon the Amalgamation and ter- 
minating at the close of business on the 60th day thereafter; 


“‘Merged Company” means Brinco and its subsidiary companies as it will exist after completion 
of the exchange and redemption of Resources Special Shares for Brinco Shares as described under 
the heading ‘‘Merger Steps’ commencing on page 6; 


“‘Merger’’ means the merger of Brinco with Conuco, Caballero, 91639 and Exalta as provided 
for in the Merger and Amalgamation Agreement; 


“Merger and Amalgamation Agreement’’ means the Merger and Amalgamation Agreement 


made as of June 13, 1979 among Conuco, Caballero, 91639, Exalta and Brinco providing for the 
Merger; 


“Merging Companies” means, collectively, Conuco, Caballero, 91639, Exalta and Brinco; 


“Redemption Obligation’’ means the obligation of Resources to redeem Resources Special 
Shares as described under the heading ‘‘Merger Steps — Redemption Obligation” on page 8; 


“Resources” means the Alberta company to be constituted upon the Amalgamation under the 
name ‘Conuco Resources Limited’; 


“Resources Special Shares’’ means the exchangeable redeemable preferred shares without 
nominal or par value to be constituted as part of the capital of Resources upon the Amalgamation; 


“RTZ” means The Rio Tinto-Zinc Corporation Limited; 
“RTZ Group” means RTZ and its affiliated companies; 


“91639'’ means Canada 91639 Limited, a company continued under the laws of Alberta; and 


“U308” means the oxide of uranium which is the major component of yellow cake — the usual 
output of a uranium mill. 


All dollar amounts stated in this Information Booklet are in Canadian dollars. 


ll. THE PROPOSED MERGER 


The following description of the Merger is qualified in its entirety by reference to the full text 
of the Merger and Amalgamation Agreement, conformed copies of which are available for inspec- 
tion by shareholders of the Merging Companies during normal business hours at the executive 
offices of Brinco, 10th floor, 20 King Street West, Toronto, Ontario and Conuco, 400, 706 - 7th 
Avenue S.W., Calgary, Alberta; at the principal office of the transfer agent for the Brinco Common 
Shares, The Royal Trust Company, in the cities of St. John’s, Montreal, Toronto and Calgary; and 
at the principal office of Conuco’s transfer agent, Guaranty Trust Company of Canada, in the cities 
of Montreal, Toronto and Calgary. Conformed copies of the Merger and Amalgamation Agreement 
will also be made available to shareholders of the Merging pes without charge upon 
request to the secretary of either Conuco or Brinco. 


Effect of the Merger 


At separate meetings held on June 13 and June 14, 1979 the executive committee of the board 
of directors of Brinco and the respective boards of directors of Conuco, Caballero, 91639 and Exalta 
approved the Merger and Amalgamation Agreement. 


Pursuant to the Merger and Amalgamation Agreement, a number of steps are proposed to be 
carried out at the conclusion of which: 


(a) Resources, as the successor company to Conuco, Caballero, 91639 and Exalta, will be a 
wholly-owned subsidiary of Brinco; and 


(b) Conuco Shareholders will become shareholders of Brinco by receiving one Brinco 
Common Share, one Brinco Preferred Share Series A and one Brinco Preferred Share 
Series B for every three Conuco Shares which such shareholders own, directly or through 
Caballero and 91639, immediately prior to the Amalgamation. 


Immediately upon termination of the Interim Period and completion of the Redemption 
Obligation: 


(a) assuming no conversion of the Brinco Preferred Shares Series A or Brinco Preferred Shares 
Series B and no exercise of any employee stock options of Brinco, the Conuco Shareholders 
will collectively hold (on the basis of shares outstanding on August 22, 1979) approximately 
12.8% of the Brinco Common Shares and approximately 23.5% of the voting rights 
attached to the outstanding shares of Brinco of all classes; and 


(b) assuming full conversion of the Brinco Preferred Shares Series A and Brinco Preferred 
Shares Series B but no exercise of any employee stock options of Brinco, the Conuco 
Shareholders will collectively hold (on the basis of shares outstanding on August 22, 1979) 
approximately 23.5% of the Brinco Common Shares and approximately 23.5% of the voting 
rights attached to the outstanding shares of Brinco of all classes. 


As Brinco (a Newfoundland company) and Conuco, Caballero, 91639 and Exalta (Alberta 
companies) are incorporated in different jurisdictions, a direct statutory amalgamation among all of 
the Merging Companies is not possible. However, by following the series of steps described 
commencing on page 6, a merger of Brinco with Conuco, Caballero, 91639 and Exalta may be 
effected with results comparable to that which would have been achieved pursuant to a direct 
statutory amalgamation. 


Merging Companies 


Brinco is a Newfoundland public company engaged, through subsidiaries and other interests, in 
the exploration for and development of natural resources in Canada and the United States, princi- 
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pally uranium, asbestos, zinc, lead, copper, gold, oil and natural gas. Reference is made to Part IV 
“‘Brinco”’ commencing on page 39. 


Conuco is an Alberta public company engaged, directly and through subsidiaries, (including 
Exalta) in the exploration for and development of oil and natural gas properties in Canada and 
the United States. Reference is made to Part III ‘““Conuco and Affiliated Companies” commencing on 
page 25. 


In addition to Brinco and Conuco, the Merger involves three private Alberta companies, all of 
which are affiliated with Conuco, namely Caballero, 91639 and Exalta. 


As of August 22, 1979, approximately 57.3% (or 3,216,307 Conuco Common Shares) of the out- 
standing Conuco Common Shares is owned by directors and senior officers of Conuco through 
91639. 91639 does not carry on any active business and its sole asset consists of the 3,216,307 
Conuco Common Shares. 91639 has four common shares without nominal or par value outstanding 
(the “91639 Common Shares”), three of which are owned by Caballero, and one of which is owned 
by a private Alberta company named Riback Investment Corporation Limited (‘‘Riback Invest- 
ments”’), all the outstanding shares of which are owned by Mr. M. Ted Riback, a director of Conuco. 


91639 also has outstanding one redeemable non-voting preferred share with a par value of 
$1.00 (the “91639 Preferred Share’) which was purchased at par by Brinco on June 14, 1979 for the 
purpose of effecting the Merger. 


Caballero does not carry on any active business and its sole asset consists of the three 91639 
Common Shares referred to above. Caballero has outstanding six common shares without nominal 
or par value (the “Caballero Common Shares”), two of which are owned by each of three private 
Alberta companies, which in turn are respectively owned by senior management of Conuco. 


Reference is made to the heading ‘‘Conuco — Holders of Securities’’ on page 25 for further 
information concerning Caballero and 91639. 


Conuco owns all the outstanding common shares without nominal or par value of Exalta (the 
“Exalta Common Shares”). Exalta also has outstanding 1,568,185 Class A 4% cumulative redeem- 
able convertible preferred shares with a par value of $1.00 each (the “Exalta Preferred Shares”), all 
of which are owned by Riback Investments. Pursuant to the Merger and Amalgamation Agreement, 
the Exalta Preferred Shares will be redeemed prior to the Amalgamation. Reference is made to Part 
lll ““Conuco and Affiliated Companies” commencing on page 25 for further information concerning 
Exalta. 


The following chart depicts the present ownership of Conuco and its affiliated companies as 


described above. 


Present Ownership of Conuco and Affiliated Companies 
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(1) All of the outstanding Exalta Preferred Shares are owned by Riback Investments and will be redeemed prior to Amalga- 


(2) 


mation. 


Brinco also owns 40,600 Conuco Common Shares, representing less than 1% of the outstanding Conuco Common 
Shares and which for purposes of the above chart and the chart and table appearing on page 9 have been treated as 
being held by the public. 


Merger Steps 


Amalgamation. Conuco, Caballero, 91639 and Exalta will amalgamate (the ‘“Amalgamation”) 
pursuant to The Companies Act (Alberta) to constitute one continuing Alberta company, to be 
named ‘Conuco Resources Limited’ (‘Resources’). For the Amalgamation to become effective 
under The Companies Act (Alberta): 


(i) the Merger and Amalgamation Agreement must be adopted, with or without variation, by 
at least 75% of the votes cast by the holders of Conuco Common Shares and Conuco Con- 
vertible Preferred Shares present in person or represented by proxy voting separately as a 
class at the Conuco Shareholders Meetings and by at least 75% of the votes cast by the re- 
spective holders of the Caballero Common Shares, the 91639 Common Shares, the 91639 
Preferred Share, the Exalta Common Shares and the Exalta Preferred Shares; 


(ii) the Merger and Amalgamation Agreement must be approved by the Supreme Court of 
Alberta (following written approval by the Registrar of Companies of Alberta); and 


(iii) the Registrar of Companies of Alberta must have issued a certificate in respect of the 
Amalgamation. 


All of the directors and senior officers of Conuco intend to vote or cause to be voted in favour 
of the adoption of the merger and amalgamation. agreement, the Conuco Shares, the Caballero 
Common Shares, the 91639 Common Shares, the Exalta Common Shares and the Exalta Preferred 
Shares beneficially owned or controlled by them. Reference is made to the headings ‘Merging 
Companies” on page 3 and ‘‘Conuco — Holders of Securities’’ on page 25. 


Creation and Issue of Brinco Shares. Prior to the Amalgamation becoming effective Brinco will 
amend its present authorized capital by the creation of 10,000,000 Brinco Preferred Shares issuable 
in series. To become effective, such amendment to Brinco’s capital must be approved by a resolu- 
tion passed by at least 75% of the votes cast by the holders of Brinco Common Shares present in 
person or represented by proxy at the Brinco Shareholders Meeting and a copy of such resolution 
registered by the Registrar of Companies under The Companies Act (Newfoundland). Thornwood 
Investments Limited (“Thornwood”), which holds approximately 82.5% of the outstanding Brinco 
Common Shares, intends to vote such shares for the approval of the execution and delivery of the 
Merger and Amalgamation Agreement and, in particular, the creation of the Brinco Preferred 
Shares. Following the creation of such shares, the board of directors of Brinco will designate the 
Brinco Preferred Shares Series A and the Brinco Preferred Shares Series B as the first two series of 
such Brinco Preferred Shares and will conditionally issue and allot such Brinco Preferred Shares 
Series A and Brinco Preferred Shares Series B, together with a sufficient number of Brinco Com- 
mon Shares, to provide for the exercise by a holder of Resources Special Shares of the Exchange 
Privilege and/or the subsequent redemption by Resources of any Resources Special Shares then 
outstanding pursuant to the Redemption Obligation. The board of directors of Brinco will, at the 
same time, conditionally allot a sufficient number of Brinco Common Shares against the eventual 
exercise by a holder of Brinco Preferred Shares Series A and Brinco Preferred Shares Series B of 
the conversion privileges to be attached to such shares. 


Court Approval and Effective Date of Amalgamation. \mmediately after the Amalgamation has 
been approved by the requisite shareholders’ votes and the Brinco Preferred Shares Series A and 
Brinco Preferred Shares Series B have been created, the Merging Companies will jointly apply to 
the Supreme Court of Alberta for an order approving the Amalgamation subject to the satisfaction 
of any then unsatisfied conditions to the Amalgamation. It is intended that all shareholders of 
Conuco, Caballero, 91639 and Exalta will be given adequate advance notice of the time and place of 
the hearing of the application for such order and that such notice will advise such shareholders of 
their right to appear at such hearing and to present evidence or testimony with respect to the 
fairness of the terms and conditions of the Amalgamation and of the exchange of their shares for 
or into Brinco Shares as contemplated by the Merger and Amalgamation Agreement. The Supreme 
Court of Alberta will be requested to issue an order which will (i) recite that the Court has 
considered the fairness to the shareholders of Conuco, Caballero, 91639 and Exalta of the 
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conversion of their respective shares into Resources Special Shares and the exchange of such 
Resources Special Shares for or into Brinco Shares as provided in the Merger and Amalgamation 
Agreement, and (ii) contain a finding that no shareholder or creditor of any of Conuco, 
Caballero, 91639 and Exalta will be adversely affected or prejudiced by the Amalgamation and that 
all transactions contemplated by the Merger and Amalgamation Agreement are fair to the 
shareholders of all such companies. If the Amalgamation is approved by the Supreme Court of 
Alberta and all conditions are satisfied, the Merging Companies will file with the Registrar of 
Companies of Alberta such final court order and other material as may be required by such Registrar 
in order that he may issue a certificate making the Amalgamation effective. 


Upon the issuance of such certificate, the Merger and Amalgamation Agreement will have full 
force and effect and (i) Conuco, Caballero, 91639 and Exalta will be amalgamated and continue as 
one company under the name ‘Conuco Resources Limited’, as more fully described under the 
heading ‘‘Amalgamated Company” on page 14; and (ii) Resources will possess all the property, 
rights, privileges and franchises and will be subject to all the liabilities, contracts and debts of each 
of Conuco, Caballero, 91639 and Exalta. 


Share Conversions. Prior to the Amalgamation, Exalta will redeem all outstanding Exalta 
Preferred Shares at their aggregate par value ($1,568,185) with funds provided for that purpose by 
Brinco. Upon the Amalgamation becoming effective: 


(i) the 91639 Preferred Share held by Brinco will be converted into one common share without 
nominal or par value of Resources; 


(ii) the 91639 Common Shares held by Caballero will be cancelled without repayment of capi- 
tal; 


(iii) the Conuco Common Shares held by 91639 will be cancelled without repayment of capital; 
(iv) the Exalta Common Shares held by Conuco will be cancelled without repayment of capital; 


(v) the Conuco Shares held by shareholders of Conuco, other than 91639, (the ‘““Conuco Public 
Shareholders’’) will be converted into one Resources Special Share for every three Conuco 
Common Shares or Conuco Convertible Preferred Shares, or any combination thereof; 


(vi) the Caballero Common Shares (all held by certain directors and senior officers of Conuco 
through private Alberta companies) will be converted into Resources Special Shares on the 
basis of 268,025 Resources Special Shares for every two Caballero Common Shares*; and 


(vii)the 91639 Common Share held by Riback Investments will be converted into 268,025 
Resources Special Shares**. 


Reference is made to the heading ‘Tables of Conversion” on page 9 for a table illustrating the 
manner in which shares will be converted upon the Amalgamation. 
*This conversion ratio has been determined on the basis of the number of Conuco Shares held indirectly by Caballero 


through 91639 and is based on the same exchange ratio of one Resources Special Share for every three Conuco Shares as in 
the case of the Conuco Public Shareholders. 


** This conversion ratio has been determined on the basis of the number of Conuco Shares held indirectly by Riback 
Investments through 91639 and is based on the same share exchange ratio of one Resources Special Share for every three 
Conuco Shares as in the case of the Conuco Public Shareholders. 


Exchange Privilege. For a period ending on the close of business on the 60th day following the 
Amalgamation (the “Interim Period’’), each Resources Special Share, by its terms, may be 
exchanged by a holder thereof into one Brinco Common Share, one Brinco Preferred Share Series 
A and one Brinco Preferred Share Series B. Reference is made to Part V ‘‘Description of Brinco 
Shares’’ commencing on page 56 for a description of the material attributes of the Brinco Shares. 
Reference is also made to the heading ‘Exchange of Shares; Share Certificates and Fractional 
Interests’ on page 16 for details on the procedure whereby a holder of Resources Special Shares 
may exchange his Resources Special Shares for Brinco Shares. 
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Redemption Obligation. On the day immediately following the termination of the Interim Period 
(the “Redemption Date’’), Resources will redeem all Resources Special Shares then outstanding 
other than those held by Brinco (the ‘“‘Remaining Resources Special Shares’), in accordance with 
their terms, for three unsecured non-interest bearing debentures of Brinco (the “Brinco 
Debentures’’) which, by their terms, will be respectively convertible into the same total number of 
Brinco Common Shares, Brinco Preferred Shares Series A and Brinco Preferred Shares Series B 
which would have been issued to holders of Remaining Resources Special Shares had they elected 
to exercise the Exchange Privilege. Resources shall purchase the Brinco Debentures from Brinco 
with funds provided for that purpose by Brinco by way of Brinco subscribing for additional 
common shares of Resources immediately prior to the purchase by Resources of such Brinco 
Debentures. 


The principal amount of each Brinco Debenture will be equal to the aggregate of the fair 
market value of the Brinco Shares into which it is convertible. For purposes of determining the 
respective principal amounts, the ‘‘fair market value” of the Brinco Shares shall be, in the case of a 
Brinco Preferred Share Series A and a Brinco Preferred Share Series B, $5.50 each (i.e. the par 
value of each such share) and, in the case of a Brinco Common Share, the average of the closing 
sales prices (or if there were no sales, the closing bid prices) of a Brinco Common Share on The 
Toronto Stock Exchange as at the close of business on the five days immediately prior to the 
Redemption Date. 


To effect the Redemption Obligation, Resources will transfer the Brinco Debentures, immediately 
following their issue, to the transfer agent for the Resources Special Shares to be held by it on 
behalf of the holders of such Remaining Resources Special Shares. The terms of the Brinco 
Debentures will provide that they will be automatically converted upon their transfer to such 
transfer agent into one Brinco Common Share, one Brinco Preferred Share Series A and one Brinco 
Preferred Share Series B for each Remaining Resources Special Share so redeemed with the result 
that the transfer agent will then hold such Brinco Shares on behalf of the holders of the Remaining 
Resources Special Shares. The transfer agent will then distribute the Brinco Shares to the holders 
of Remaining Resources Special Shares, as their interests may appear. Reference is made to the 
headings “Exchange of Shares; Share Certificates and Fractional Interests’’ on page 16 and ‘‘Amal- 
gamated Company — Transfer Agent and Registrar” on page 15. Reference is also made to the 
heading “Amalgamated Company — Description of Resources Special Shares’”’ on page 14 for a 
further description of the material attributes of the Resources Special Shares. 


After giving effect to the exercise of the Exchange Privilege and the Redemption Obligation, as 
described above, the Conuco Shareholders will hold Brinco Shares and Brinco will own all the 
outstanding shares of Resources. 


The following chart depicts the direct and indirect shareholdings of Resources immediately 
upon the Amalgamation. 


Share Ownership of Conuco Resources Limited 


Upon Amalgamation 
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Senior Officers of 
Conuco 


44.3% of Resources Special Shares 
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Tables of Conversion 
(a) Upon the Amalgamation 


The following table illustrates the manner in which shares of Conuco, Caballero, 91639 and 


Exalta will be converted upon the Amalgamation. 
Shares of Resources Issued 
Upon Amalgamation (2) 


798,240 Special Shares (3) 


Number and Class of Shares 
Outstanding Prior to Amalgamation (+) 


Amalgamating 
Company 


2,394,720 Common Shares held by 
Conuco Public Shareholders 


3,216,307 Common Shares held 
by 91639 

876,357 Convertible 

Preferred Shares 


ey 


292,119 Special Shares (4) 


804,075 Special Shares (5) 
268,025 Special Shares 


6 Common Shares 


Caballero 
91639 


1 Common Share held by 

Riback Investments 
3 Common Shares held by Caballero 
1 Preferred Share 


aie) 


1 Common Share 


1,231,488 Common Shares 25(7) 
1,568,185 Preferred Shares — (8) 


TOTAL: 1 Common Share 
2,162,459 Special Shares 


NOTES: 


(1) These figures are given as of August 22, 1979 and do not give effect to any subsequent issue 
prior to the Amalgamation of Conuco Common Shares as a result of conversion of Conuco 
Convertible Preferred Shares into Conuco Common Shares (convertible by their terms on a one 
for one basis) or pursuant to existing options to acquire Conuco Common Shares granted to 
employees of Conuco (maximum of 148,000 Conuco Common Shares). 


Exalta 


(2) The material attributes of the Resources Special Shares are described under the headings 
“Merger Steps” on page 6 and “Amalgamated Company — Description of Resources Special 
Shares” on page 14. 


(3) To be issued to holders of Conuco Common Shares (other than 91639) on the basis of one 
Resources Special Share for every three Conuco Common Shares. 


(4) To be issued on the basis of one Resources Special Share for every three Conuco Convertible 
Preferred Shares. 


(5) To be issued on the basis of 268,025 Resources Special Shares for every two Caballero 
Common Shares. 


(6) The Merger and Amalgamation Agreement provides that the Exalta Preferred Shares will be 
redeemed by Exalta prior to the Amalgamation. 


(7) The Conuco Common Shares held by 91639, the 91639 Common Shares held by Caballero and all 
of the issued Exalta Common Shares will be cancelled upon the Amalgamation. 


(b) Upon Exchange and Redemption of Resources Special Shares 


The following table illustrates the manner in which Resources Special Shares will be exchanged 
into or redeemed for Brinco Shares. For details of the principal holders of securities of Brinco after 
the Merger see page 52. 


Brinco Shares to be 
Issued Upon Exchange 
and Redemption (2) (3) (4) 


Brinco Shares Outstanding 
on Completion of Exchange 
and Redemption (3) 


NOTES: 


(1) The material attributes of the Brinco Shares are described under the heading “Description of 
Brinco Shares’’ commencing on page 56. 


Brinco Shares Outstanding 
Prior to Amalgamation (2) 


Description (1) 


Brinco Common 
Shares 


14,675,018 2,148,928 


Brinco Preferred 
Shares Series A 


Brinco Preferred 
Shares Series B 


(2) These figures do not give effect to the issue of any Conuco Shares subsequent to August 22, 
1979 and prior to the Amalgamation pursuant to existing options to acquire Conuco Common 
Shares granted to employees of Conuco (convertible upon the Amalgamation, if such options 
are previously exercised, into a maximum of 49,333 Resources Special Shares) or to the issue of 
any Brinco Common Shares prior to the completion of the exchange and redemption of 
Resources Special Shares pursuant to existing options to acquire Brinco Common Shares 
granted to employees of Brinco (maximum of 147,000 Brinco Common Shares). As to arrange- 
ments made with employees of Conuco who hold options to acquire Conuco Common Shares 
see the heading ‘Stock Options” on page 64. 


(3) These figures are given as of August 22, 1979 and do not give effect to any conversion by 
holders of Brinco Preferred Shares Series A and Brinco Preferred Shares Series B into Brinco 
Common Shares between the Amalgamation and the completion of the exchange and 
redemption of Resources Special Shares. 


(4) To be issued on the basis of one Brinco Common Share, one Brinco Preferred Share Series A 
and one Brinco Preferred Share Series B for every one Resources Special Share other than the 
13,533 Resources Special Shares into which the 40,600 Conuco Common Shares held by Brinco 
will be converted upon the Amalgamation. 
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Reasons for Merger 


For some time Brinco has been engaged in the exploration for and development of natural 
resources, principally uranium and other minerals and has sought to extend these activities into 
exploration for and development of oil and natural gas properties. From 1964 until December 1978 
Brinco was engaged in exploration for oil and natural gas in the Province of Newfoundland with various 
partners. At present Brinco’s involvement in the oil and gas industry is by way of a 25.3% equity 
interest in Coseka Resources Limited, a Canadian oil and gas company. 


Conuco has reached the stage in its development where its capital requirements are such that 
significantly large amounts of funds are necessary in order to maintain and profitably increase its 
growth rate in the oil and gas industry. 


The respective boards of directors of Conuco and Brinco consider the Merger to be advantage- 
ous to both the Conuco Shareholders and the shareholders of Brinco and that the resulting Merged 
Company will be a stronger and more efficient entity in the Canadian natural resource industry 
than either Conuco or Brinco is at present. 


The board of directors of Conuco considers that the financial resources of Brinco will enable 
the Merged Company to meet its future capital requirements and provide the Merged Company 
with a greater ability to operate as a broadly based Canadian resource company principally in 
the exploration for and development and production of oil and natural gas, uranium, and other 
mineral resources. An important factor in this consideration is Brinco’s undertaking to Conuco 
to spend an aggregate of approximately $25,000,000 on an accelerated oil and gas exploration 
and development programme, principally in Canada, over five years following the Amalgama- 
tion, in reasonably equal amounts per year. This commitment is subject to the condition that 
Brinco will not be committed to spend the entire portion of such funds allocated to any year 
during such year should changes occur in the oil and gas industry or in the markets for oil and 
gas which, in Brinco’s reasonable opinion, make the expenditure of such amounts undesirable. 
Reference is also made to the heading ‘“‘Approval under the Foreign Investment Review Act” on 
page 15. 


Brinco’s board of directors considers that the present property and asset base of Conuco and 
the experience of Conuco’s management provide an important foundation for achieving the objec- 
tives of the Merged Company as outlined above. 


Exchange Ratio and Financial Advisor’s Opinion 


The terms of the Merger, including the ratios for the eventual conversion of the Conuco Shares 
held directly or indirectly by the Conuco Shareholders into Brinco Shares, were negotiated by the 
respective managements of Conuco and Brinco and were unanimously approved by the executive 
committee of the board of directors of Brinco and by the respective boards of directors of each of the 
other Merging Companies after careful consideration of the terms of the Merger, analysis of the 
effect thereof on the respective opportunities and prospects for Conuco and Brinco and review of 
such available information regarding the others of Brinco, Exalta, 91639, Caballero and Conuco, 
as the case may be, as was considered advisable in the circumstances. 


In the course of negotiations, the board of directors of Conuco considered, among other things, a 
valuation by McLeod Young Weir Limited (‘““McLeod’’), the financial advisor to Brinco, in respect of 
the outstanding Brinco Common Shares as of April 30, 1979. 


In order to assist shareholders of both companies in their consideration of the Merger, the 
boards of directors of Brinco and Conuco requested McLeod to furnish an opinion to the Conuco 
Shareholders as to whether the proposed exchange ratio of the Conuco Shares into Brinco Shares is 
fair and equitable to them from a financial point of view and to advise the shareholders of Brinco 
whether in the opinion of McLeod the proposed transaction includes sufficient benefits to the 
shareholders of Brinco to compensate for any dilution to their existing shareholdings. The opinions of 
McLeod are expressed in the letter appearing on page 93. 
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In arriving at its opinions, McLeod had regard to the underlying asset values of each of Conuco 
and Brinco and the stock market performance of the common shares of each company. In 
particular, McLeod examined reports of two independent petroleum engineering consulting firms 
with respect to the reserves of Conuco, namely a report as of May 31, 1979 by D & S Petroleum 
Consultants (1974) Ltd. and a report as of March 31, 1979 by McDaniel Consultants (1965) Ltd. 
Reference is made to the heading ‘‘Conuco — Reserves” on page 34. 


Trading Pattern of Brinco Common Shares and Conuco Common Shares 


The following table summarizes the market price ranges and volumes of trading of Brinco 
Common Shares and Conuco Common Shares on the Toronto and Montreal stock exchanges (and 
includes the relevant information for Conuco on the Alberta Stock Exchange). 


BRINCO CONUCO 
High Low Volume High Low Volume 

1978 ($8), (Shares) (8) (8). (Shares) 
August 81/8 47/ 217,712 41/3 31/4 36,555 
September 9 6 149,369 4'/s 33/8 102,725 
October 85/s 6 54,598 51/4 4 112,730 
November 73/8 61/8 40,499 51/2 4 339,980 
December 77/8 6 43,132 61/8 47/8 83,371 
1979 
January 73/4 65/g 39,332 61/4 51/4 465,418 
February 81/3 65/3 65,742 53/g 45/3 61,591 
March 91/2 77/8 213,587 61/2 5 235,604 
April 9 7/8 50,143 61/2 55/8 138,647 
May (1) 81/2 7/8 111,463 63/g 5 257,676 
June 83/4 7/2 60,231 53/4 5 144,740 
July 81/8 7/8 38,209 6i/2 5 70,873 
August 

(through August 22) 83/g 71/4 42,832 51/4 5 51,320 
NOTES: 


(1) The closing prices of Brinco Common Shares and Conuco Common Shares on The Toronto Stock Exchange on May 2, 
1979, the last day preceding the announcement of the Merger, were $71/s and $6'/4 respectively. 


(2) Reference is made to the heading ‘‘Brinco — Ownership and Trading in Securities of Conuco and its Affiliates’’ on 
page 54. 


Rights of Dissentient Conuco Shareholders 


Section 156 of The Companies Act (Alberta) requires that, unless the Supreme Court of Alberta 
otherwise directs, Conuco, Caballero, 91639 and Exalta shall each notify, in such manner as the 
Court may direct, each of its shareholders who dissents from the Amalgamation, of the time and 
place at which the Merging Companies intend to apply for an order approving the Amalgamation. 
The Act also provides that, upon the application, the Court shall hear and determine the matter and 
may approve the Merger and Amalgamation Agreement as presented or subject to compliance with 
such terms and conditions as it thinks fit, having regard to the rights and interests of all parties 
including dissentient shareholders and creditors. Subject to the foregoing, dissentient shareholders 
will not have any right under Alberta law to have their shares appraised and to receive the 
appraised cash value thereof. 
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Rights of Dissentient Shareholders of Brinco 


Under The Companies Act (Newfoundland) a shareholder of Brinco who votes against the 
approval of the execution and delivery of the Merger and Amalgamation Agreement or the creation 
of the Brinco Preferred Shares will not have any right to have his shares in Brinco appraised and to 
receive the cash value thereof. 


Conditions, Amendments and Termination Provisions 


Pursuant to the Merger and Amalgamation Agreement, the obligations of the Merging Com- 
panies to cause the Amalgamation and the other transactions contemplated by the Merger and 
Amalgamation Agreement to be carried out are subject to certain conditions, including, among 
others, that: 


(a) on or before September 30, 1979, or such later date as may be mutually agreed upon by 
Conuco and Brinco, Brinco shall have obtained approval pursuant to the Foreign Invest- 
ment Review Act (Canada) of the acquisition of control of Resources by Brinco pursuant to 
the terms of the Merger and Amalgamation Agreement, on terms and conditions reasona- 
bly satisfactory to Brinco and Conuco. Reference is made to the heading ‘‘Approval under 
the Foreign Investment Review Act’’ on page 15; 


(b 


~— 


before the Amalgamation, Exalta shall have redeemed all the outstanding Exalta Preferred 
Shares with funds provided for that purpose by Brinco; 


(c) the representations and warranties of each Merging Company contained in the Merger and 
Amalgamation Agreement shall be true and correct in all material respects immediately 
-. prior to the Amalgamation; 


(d) all action required to be taken by or on the part of each Merging Company prior to the 
Amalgamation shall have been taken; 


(e) the Merger and Amalgamation Agreement and the transactions contemplated thereby 
(including in particular, in the case of Conuco, Caballero, 91639 and Exalta, the Amalgama- 
tion) shall have been adopted by the respective shareholders of Conuco, Caballero, 91639 
and Exalta in accordance with the requirements of The Companies Act (Alberta) and any 
applicable directions of the Supreme Court of Alberta; 


(f) the Merger and Amalgamation Agreement and the transactions contemplated thereby 
(including in particular, the creation of the Brinco Preferred Shares) shall have received all 
necessary approvals of the holders of Brinco Common Shares; 


od 


(g) an Order of the Supreme Court of Alberta approving the Merger and Amalgamation 
Agreement and, in particular, the Amalgamation, shall have been granted on terms and 


conditions reasonably satisfactory to Brinco and Conuco; 


(h) where required, the consent to the Amalgamation of all other parties to joint ventures, 


partnerships or participation or pooling arrangements shall have been obtained before the 
Amalgamation; 


(i) Brinco shall be satisfied with the title of each of Conuco, Caballero, 91639 and Exalta to its 


respective assets and each of Conuco, Caballero, 91639 and Exalta shall be satisfied with 
the title of Brinco to its assets; and 


(j) certain officers’ certificates and legal opinions shall have been delivered. 


At any time prior to the Amalgamation, the parties may (without further authorization by their 
respective shareholders) by written agreement, extend the time for the performance of any of the 
obligations of the Merging Companies, waive any inaccuracies or modify any representation con- 
tained in the Merger and Amalgamation Agreement or in any document delivered pursuant thereto 
or waive compliance with or modify any of the covenants contained in the Merger and Amalgama- 
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tion Agreement and waive or modify performance of any of the obligations of the Merging Com- 
panies therein contained. 


The Merger and Amalgamation Agreement may be terminated by mutual agreement of the 
Merging Companies and the respective boards of directors of the Merging Companies may, before 
the Amalgamation and without further action on the part of their respective shareholders, authorize 
any such termination. 


Amalgamated Company 


Upon the Amalgamation, Resources will be constituted as the continuing company of each of 
Conuco, Caballero, 91639 and Exalta with objects and articles of association virtually identical with 
those of Conuco. 


Authorized and Issued Capital. The authorized capital of Resources will consist of 100,000 
common shares without nominal or par value and 3,000,000 exchangeable redeemable preferred 
shares without nominal or par value (the ‘Resources Special Shares’’). The issued capital of 
Resources upon the Amalgamation will be one common share and 2,162,459 Resources Special 
Shares (subject to increase to a maximum of 2,247,594 as a result of the issue of additional Conuco 
Common Shares prior to the Amalgamation pursuant to existing options granted to employees of 
Conuco. ) 


Description of Resources Special Shares. \n addition to the Exchange Privilege and Redemption 
Obligation the other material preferences, rights, conditions, restrictions, limitations and prohibi- 
tions to be attached to the Resources Special Shares are as summarized below: 


(i) Ranking: The Resources Special Shares will rank equally with the common shares of 
Resources with respect to distribution of assets in the event of the liquidation, dissolution 
or winding up of Resources or other distribution of assets among its shareholders for the 
purpose of winding up its affairs, whether voluntary or involuntary. The holders of 
Resources Special Shares shall be entitled to receive a dividend of not less than $1.00 dur- 
ing each calendar year, if, as and when declared by the directors, in priority to any 
dividends declared and payable on the common shares of Resources. 


(ii) Restriction on Retirement of Common Shares: So long as any Resources Special Shares 
are outstanding, Resources shall not, without the prior approval of the holders of 
Resources Special Shares, call for redemption or reduce or otherwise retire for value any 
common shares of Resources or any other shares of any class ranking on a parity with or 
junior to the Resources Special Shares. 


(iii) Redemption: Resources may, subject to The Companies Act (Alberta), redeem at any time 
all or from time to time any part of the outstanding Resources Special Shares held by 
Brinco or any affiliate of Brinco on payment of the amount paid up on the Resources 
Special Shares. 


(iv) Voting Rights: The holders of Resources Special Shares shall not be entitled to receive 
notice of, to attend or to vote at meetings of shareholders of Resources unless Resources 
fails to redeem on the Redemption Date any Remaining Resources Special Shares, where- 
upon such holders shall be entitled to one vote in respect of each Remaining Resources 
Special Share held. 


(v) Modification and Consents: The rights, conditions, restrictions, limitations and prohibitions 
referred to above may be deleted or modified only with the approval of the holders of 
common shares of Resources and of Resources Special Shares. Any such authorization, 
consent or approval to be given by the holders of Resources Special Shares and common 
shares of Resources will require the affirmative vote of not less than 75% of the votes cast 
by the holders of the Resources Special Shares and the common shares of Resources vot- 
ing separately as a class at a meeting of the holders of Resources Special Shares and 
common shares of Resources called for that purpose. 
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Directors and Officers. The Merger and Amalgamation Agreement provides for a board of five 
directors of Resources. The names of the persons who will be the first directors of Resources, their 
respective occupations, present positions and places of residence are as follows: 


Name Occupation and Present Position Place of Residence 


Robert Baldwin Dale-Harris — . Executive, Director and Chairman Uxbridge, Ontario 
of the Board, Brinco 


Thomas Nelson Dirks Executive, Director and Calgary, Alberta 
Vice-President, Operations, 
Conuco 


James Robert Kassube Executive, Director and Calgary, Alberta 
Vice-President, Exploration, 
Conuco 


Clifford Alan Smith Executive, Director and President, Calgary, Alberta 
Conuco 


Hugh Robin Snyder Executive, Director and President Toronto, Ontario 
and Chief Executive Officer, 
Brinco 


It is anticipated that the executive officers of Resources will be as follows: 


Hugh Robin Snyder Chairman of the Board and Chief Executive Officer 
Clifford Alan Smith President 

Thomas Nelson Dirks Vice-President, Operations 

James Robert Kassube Vice-President, Exploration 


Transfer Agent and Registrar. \t is intended that the Transfer Agent and Registrar for the 
Resources Special Shares will be Guaranty Trust Company of Canada at its principal office in the 
cities of Montreal, Toronto and Calgary. Guaranty Trust Company of Canada is the transfer agent 
for the Conuco Shares. 


Approval under the Foreign Investment Review Act 


As Brinco is a ‘non-eligible person’ as defined in the Foreign Investment Review Act (Canada) 
(“FIRA’’) and consummation of the transactions contemplated by the Merger and Amalgamation 
Agreement will result, in effect, in the acquisition by Brinco of control of Conuco (a ‘Canadian busi- 
ness enterprise’ as defined in FIRA), prior approval under FIRA to such acquisition of control by 
Brinco is required as a condition to the Merger taking place. In granting such approval, the Gover- 
nor-in-Council (the Federal Cabinet) must first determine that such acquisition is or is likely to be of 
significant benefit to Canada, having regard to all of the factors to be taken into account under FIRA 
for that purpose. 

On May 16, 1979 Brinco applied to the Foreign Investment Review Agency for approval of the 
proposed acquisition of control resulting from the Merger. In connection with such application, 
Brinco intends to submit to the Minister of Industry, Trade and Commerce (the Minister responsi- 
ble for administering FIRA) certain undertakings of Brinco to Her Majesty the Queen in Right of 
Canada, which will be conditional upon the approval of the application under FIRA and which will 
include among others, the following: 


(i) Brinco shall provide from its treasury during the five years following the Amalgamation, in 
reasonably equal annual amounts, a minimum of $17,500,000 in the aggregate for explora- 
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tion for oil and natural gas properties in Canada and a minimum of $7,500,000 in the 
aggregate for development of oil and natural gas properties in Canada; 


(ii) Brinco shall reinvest all available cash flow generated from its Canadian oil and natural gas 
operations in the exploration for and development of oil and natural gas properties in 
Canada during the period 1980 to 1983; 


(iii) Brinco shall provide from its treasury a minimum of $6,000,000 during the period from 
January 1, 1980 to December 31, 1983 for exploration for hard minerals in Canada and 
shall use its best efforts to secure matching expenditures for such purposes from its par- 
ticipating partners, in proportion to their respective equity interests held; 


(iv) Brinco and its joint venture partners shall spend an aggregate of $160 million on 
development of the Kitts and Michelin uranium deposits in Labrador during the period 
1980 to 1982. Reference is made to the heading “Brinco — Kitts and Michelin Deposits’’ 
on page 42; and 


(v) Brinco shall spend an aggregate of $5.8 million on evaluation of the asbestos deposit pro- 
ject of Abitibi Asbestos Mining Company Limited, a subsidiary of Brinco, during the period 
1980 to 1983 provided that Brinco obtains additional equity participation in such prospect 
for fair value. Reference is made to the heading ‘’Brinco — Asbestos — Abitibi Asbestos 
Mining Company Limited” on page 46. 


The fulfilment of the undertakings referred to as items (iv) and (v) above are subject to the 
existence of favourable market and commercial conditions which would provide an acceptable equity 
return and which would enable such projects to proceed within the aforementioned time periods. 


Reference is made to the headings “Conditions, Amendments and Termination Provisions” on 
page 13, “Brinco — Central Labrador Mineral Belt — Project Development” on page 43, “Brinco — 
Legislation and Controls’’ on page 48 and ‘’Brinco — Undertaking Relating to Foreign Ownership” 
on page 53. 


Exchange of Shares; Share Certificates and Fractional Interests 


(a) Upon the Amalgamation 


Upon the Amalgamation, the Conuco Shareholders will become holders of Resources Spe- 
cial Shares by operation of law without any further action on their part. Resources will not issue 
any share certificates representing Resources Special Shares. The share certificates held by the 
Conuco Shareholders and representing Conuco Shares, Caballero Common Shares or a 91639 
Common Share, as the case may be, shall be deemed to represent for all purposes Resources Spe- 
cial Shares on the bases of conversion described under the heading ‘‘Merger Steps — Share Con- 
versions” on page 7 and in the Table of Conversion which appears on page 9. 


No fractional Resources Special Shares shall be issued. In lieu thereof, as soon as practicable 
following the Amalgamation, Resources shall pay to Conuco Shareholders who would otherwise 
have been entitled to receive a fraction of a Resources Special Share pursuant to the conversion 
basis referred to above an amount in cash equal to the value of such fraction based upon an 
assumed value of $21.00 for each Resources Special Share. 


(b) Pursuant to Exchange Privilege 


A Conuco Shareholder who wishes to exercise the Exchange Privilege in respect of his 
Resources Special Shares may do so by giving notice in writing to Guaranty Trust Company of 
Canada, at its principal office in one of the cities of Calgary, Toronto or Montreal, accompanied by 
such Resources Special Shares (which, as described above, will be represented by a Conuco, 
Caballero or 91639 share certificate) in respect of which the holder desires to exercise the Exchange 
Privilege. 


Immediately after the Amalgamation, a form of letter of transmittal containing instructions with 
respect to the exercise of the Exchange Privilege will be furnished to each Conuco Shareholder. 


16 


Shareholders who exercise the Exchange Privilege in accordance with such instructions shall be 
entitled to receive from Guaranty Trust Company of Canada certificates representing the Brinco 
Shares for which the Resources Special Shares are exchanged. In the event a shareholder elects to 
exercise the Exchange Privilege in respect of only part of his Resource Special Shares, interim 
share certificates for the Resources Special Shares not so exchanged will be issued by Resources 
and will be obtainable from Guaranty Trust Company of Canada. 


(c) Pursuant to Redemption Obligation 


Shareholders who do not elect to exercise the Exchange Privilege but rather wait to have their 
Resources Special Shares redeemed pursuant to the Redemption Obligation shall receive from 
Guaranty Trust Company of Canada, forthwith after redemption, certificates representing the same 
aggregate number of Brinco Common Shares, Brinco Preferred Shares Series A and Brinco Preferred 
Shares Series B to which each such holder would have been entitled had such holder exercised the 
Exchange Privilege. Nothwithstanding any delay in the delivery to such holders of certificates 
representing such Brinco Shares, they shall be treated for all purposes as the holders of such 
Brinco Shares from and after the date of redemption. 


Brinco has agreed to provide Guaranty Trust Company of Canada at its principal office in 
the cities of Calgary, Toronto and Montreal with share certificates sufficient to represent the Brinco 
Shares to be delivered in connection with the Exchange Privilege and the Redemption Obligation. 


Reference is made to the heading ‘““Amalgamated Company — Description of Resources Special 
Shares” on page 14. 


Over the Counter Market for Resources Special Shares 


Because no share certificates representing Resources Special Shares will be issued upon the 
Amalgamation (except in the case of partial exercises of the Exchange Privilege as described above) and 
since the Resources Special Shares will only be outstanding for the Interim Period, the Merging 
Companies do not intend to apply for the listing and posting for trading of the Resources Special 
Shares on any stock exchange. Conuco intends to apply for the delisting of the Conuco Common 
Shares from the Alberta, Toronto and Montreal Stock Exchanges effective upon the Amalgamation. 
In order to accommodate any trading of Resources Special Shares which may occur during the 
Interim Period, Conuco will engage McLeod Young Weir Limited to establish and maintain an ‘‘over 
the counter market” for the trading of Resources Special Shares during the Interim Period. 


Income Tax Consequences 
Canada 


The following comments are confined to the Income Tax Act (Canada) (the ‘‘Act’’) and to 
Conuco Shareholders for whom the Conuco Shares, Caballero Common Shares or 91639 Common 
Share, as the case may be, represent capital property under the Act. Generally speaking, the 
Conuco Shares, Caballero Common Shares and 91639 Common Share will represent capital property 
to a Conuco Shareholder unless a disposition of the shares would give rise to income from the 
carrying on of a business of trading and dealing in shares or from an adventure in the nature of 
trade. 


The following comments are intended as a brief summary of the Canadian federal income tax 
consequences and Conuco Shareholders should consult their own tax advisors having regard to 
their particular circumstances. In particular, Conuco Shareholders who may be liable to tax under 
the provisions of Quebec income tax legislation or foreign tax legislation and Conuco Shareholders 
for whom the Conuco Shares, Caballero Common Shares or 91639 Common Share are not capital 
property should obtain further tax advice. 
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McCarthy & McCarthy, Toronto, Ontario, counsel for Brinco and Davies, Ward & Beck, Toronto, 
Ontario, special counsel for Conuco are of the opinion that the following summary is a fair and 
adequate explanation of the relevant income tax consequences pursuant to the Act of the proposed 
transactions. An advance income tax ruling has been received from Revenue Canada, Taxation con- 
cerning certain of the income tax consequences of the proposed transactions pursuant to the Act 
and, where applicable, the comments which follow are based upon this ruling. 


General 


Generally, where a Conuco Shareholder acquires Brinco Shares following the Amalgamation 
pursuant to his exercise of the Exchange Privilege he will not be required to account for tax on any 
gain until he disposes of or is deemed to have disposed of Brinco Shares other than by way of 
conversion of Brinco Preferred Shares into Brinco Common Shares. His adjusted cost base of 
Conuco Shares will flow through to his Brinco Shares. 


Where a Conuco Shareholder does not exercise the Exchange Privilege, deemed taxable 
dividends and capital gains or losses may arise upon his acquisition of Brinco Shares pursuant to 
the Redemption Obligation. 


Where Brinco Preferred Shares are redeemed for cash, deemed taxable dividends and/or capi- 
tal gains or losses may have to be taken into account in the taxation year in which the redemption 
occurs. 


A more complete explanation of the Canadian income tax consequences follows. 


The Amalgamation 


A Conuco Shareholder will realize neither a capital gain nor a capital loss as a result of the 
Amalgamation. 


The cost of the Resources Special Shares received by a Conuco Shareholder on the Amalga- 
mation will be the adjusted cost base (as defined in the Act) of his Conuco Shares, Caballero 
Shares or 91639 Common Share, as the case may be, immediately before the Amalgamation. 


Transitional rules which would permit certain Conuco Shareholders to use the “’ tax-free zone” 
method in determining the adjusted cost base to them of their Conuco Shares, Caballero Shares or 
91639 Common Share, as the case may be, will continue to be available to such shareholders in 
determining the adjusted cost base to them of the Resources Special Shares received by them on 
the Amalgamation. 


Exchange Privilege 


A Conuco Shareholder who exercises the Exchange Privilege may choose to regard the 
exchange of Resources Special Shares for Brinco Shares as either a taxable or non-taxable transac- 
tion. 


The exercise of the Exchange Privilege will be regarded as a non-taxable transaction for each 
Conuco Shareholder who does not include in his return of income for his taxation year in which the 
share exchange takes place any portion of any capital gain or loss arising on the disposition of his 
Resources Special Shares for Brinco Shares pursuant to the Exchange Privilege. 


His cost of the Brinco Preferred Shares Series A, the Brinco Preferred Shares Series B and the 
Brinco Common Shares received pursuant to the exercise of the Exchange Privilege will be the 
proportion of his adjusted cost base of his Conuco Shares, Caballero Common Shares or 91639 
Common Share, as the case may be, which the respective fair market values, at the date of the 
exercise of the Exchange Privilege, of his Brinco Preferred Shares Series A, Brinco Preferred Shares 
Series B and Brinco Common Shares so acquired are of the fair market value, at the date of such 
exercise, of all the Brinco Shares so acquired. Where the transitional rules would permit such a Conuco 
Shareholder to use the “tax-free zone”’ method in determining the adjusted cost base to him of his 
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Conuco Shares, Caballero Common Shares or 91639 Common Share, as the case may be, the 
transitional rules will continue to be available to such a shareholder in determining the adjusted cost 
base to him of such Brinco Preferred Shares Series A, Brinco Preferred Shares Series B and Brinco 
Common Shares. 


The exercise of the Exchange Privilege will be regarded as a taxable transaction for each 
Conuco Shareholder who chooses to include in his return of income for his taxation year in which the 
exchange takes place any portion of any capital gain or loss arising on the disposition of his 
Resources Special Shares for Brinco Shares pursuant to the Exchange Privilege. His proceeds of 
disposition for his Resources Special Shares will be the fair market value of the Brinco Shares at 
the date of exercise of the Exchange Privilege and the cost to him of the Brinco Shares so acquired 
will be such fair market value. 


Redemption of Resources Special Shares 


A Conuco Shareholder who does not exercise the Exchange Privilege and accordingly receives 
Brinco Shares pursuant to the Redemption Obligation will be deemed to have received a taxable 
dividend equal to the amount by which the fair market value of the Brinco Shares acquired by him 
on the redemption of his Resources Special Shares exceeds the aggregate paid-up capital for pur- 
poses of the Act of the Resources Special Shares into which his Conuco Shares, Caballero Common 
Shares or 91639 Common Share, as the case may be, were exchanged on the Amalgamation. 
Immediately following the Amalgamation, Conuco Shareholders will be advised in writing of the 
amount of the paid-up capital of the Resources Special Shares. 


In addition, a Conuco Shareholder may realize a capital gain or a capital loss as a result of the 
redemption of his Resources Special Shares. Where the paid-up capital for purposes of the Act of 
the Resources Special Shares into which his Conuco Shares, Caballero Common Shares or 91639 
Common Share, as the case may be, are exchanged on the Amalgamation exceeds the adjusted 
cost base to him of such Resources Special Shares, he will realize a capital gain equal to such 
excess at the time of redemption. Where the adjusted cost base to him of his Resources Special 
Shares exceeds the paid-up capital for purposes of the Act of such Resources Special Shares, he 
will realize a capital loss equal to such excess. 


Where a Conuco Shareholder is a corporation, any capital loss, computed on the above basis, 
realized by it on the redemption of its Resources Special Shares may, in certain circumstances, be 
reduced for purposes of the Act by dividends received by it on its Conuco Shares, Caballero Com- 
mon Shares or 91639 Common Share, as the case may be, or deemed to have been received by it 
upon the redemption of its Resources Special Shares. 


The cost of Brinco Shares received by a Conuco Shareholder pursuant to the Redemption 
Obligation will be the respective fair market values of the Brinco Shares on the Redemption Date. 


Conversion of Brinco Preferred Shares into Brinco Common Shares 


A shareholder will realize neither a capital gain nor a capital loss as a result of the conversion 
by him of his Brinco Preferred Shares Series A or Brinco Preferred Shares Series B into Brinco 
Common Shares. 


Where a former Conuco Shareholder converts his Brinco Preferred Shares Series A or Brinco ~ 
Preferred Shares Series B into Brinco Common Shares, the adjusted cost base to him of the Brinco 
Common Shares so acquired will be the adjusted cost base to him of his Brinco Preferred Shares 


Series A or Brinco Preferred Shares Series B so converted. 


Redemption of Brinco Preferred Shares for Cash 


Any amount received by a former Conuco Shareholder on the redemption for cash of his 
Brinco Preferred Shares Series A or Brinco Preferred Shares Series B in excess of $5.50 per share 
will constitute a taxable dividend to such former Conuco Shareholder. 
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In addition, the redemption for cash of Brinco Preferred Shares Series A or Brinco Preferred 
Shares Series B will constitute a disposition for purposes of the Act and may give rise to a capital 
gain or capital loss. Where the adjusted cost base to the former Conuco Shareholder of his shares to 
be redeemed is less than $5.50 per share, he will realize a capital gain per share equal to the amount 
by which $5.50 exceeds such adjusted cost base. Where the adjusted cost base to the former Conuco 
Shareholder of his shares to be redeemed is greater than $5.50 per share, the former Conuco 
Shareholder will realize a capital loss per share equal to the amount by which the adjusted cost base 
exceeds $5.50. 


Where a former Conuco Shareholder is a corporation, any capital loss, computed on the above 
basis, may, in certain circumstances, be reduced for purposes of the Act by dividends received by it 
on its Conuco Shares, Caballero Common Shares or 91639 Common Share, as the case may be, or 
deemed to have been received by it upon the redemption of its Brinco Preferred Shares Series A or 
Brinco Preferred Shares Series B. 


A copy of the advance tax ruling from Revenue Canada, Taxation referred to above may be 
examined during normal business hours by Conuco Shareholders and their tax advisors at the prin- 
cipal offices of Conuco, 400, 706-7th Avenue S.W., Calgary, Alberta and at the principal office of 
Conuco’s transfer agent, Guaranty Trust Company of Canada, in the cities of Calgary, Toronto 
and Montreal. 


United States 


The following comments are confined to the United States Internal Revenue Code (the “‘Code’”’) 
and to shareholders of Conuco who are United States taxpayers. They are intended as a brief 
summary of the U.S. federal income tax consequences of the proposed Merger and shareholders of 
Conuco who may be liable under the Code should consult their own tax advisors having regard to 
their particular circumstances. 


In order to establish the United States federal income tax consequences of the Merger to those 
shareholders of Conuco who are United States taxpayers, Conuco will apply to the Internal Revenue 
Service for a ruling to the effect that the Merger will constitute a tax-free reorganization under Sec- 
tion 368 of the Code. 


Cahill Gordon and Reindel, New York, United States counsel to Conuco in connection with the 
Merger, while unable to express an unqualified opinion, have advised as follows in respect of 
United States tax consequences to holders of Conuco Shares who are United States taxpayers: 


The Merger 


If the requested ruling is obtained, the exchange by a shareholder of his Conuco Shares for 
Resources Special Shares upon the Amalgamation, the subsequent exchange of Resources Special 
Shares into Brinco Shares pursuant to the Exchange Privilege or their redemption for Brinco Shares 
pursuant to the Redemption Obligation should be tax-free transactions. The aggregate basis of the 
Brinco Shares in the hands of the shareholder would be the same as the adjusted basis of the 
Conuco Shares previously held. Such basis will be allocated to the Brinco Shares in accordance 
with the relative fair market values of the three classes of Brinco Shares. However, the Internal 
Revenue Service might assert that the Brinco Preferred Shares Series A and the Brinco Preferred 
Shares Series B are to be characterized as “Section 306 stock”. Ordinarily, a disposition of ‘‘Section 
306 stock” will produce ordinary income, but under some circumstances it will produce capital gain 
income. 


Conversion of Brinco Preferred Shares into Brinco Common Shares 


A shareholder will realize neither a capital gain nor a capital loss as a result of the conversion 
by him of his Brinco Preferred Shares Series A or Brinco Preferred Shares Series B into Brinco 
Common Shares if he files notice of the conversion with his tax return for the year in which the 
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conversion takes place in the same manner as is indicated below under “General”, within the time 
therein referred to. 


Redemption of Brinco Preferred Shares for Cash 


Redemption of Brinco Preferred Shares for cash will constitute a disposition of such shares for 
purposes of the Code. As is indicated under the heading ‘‘The Merger’ on page 20, such a 
disposition may give rise to ordinary income or loss, rather than capital gain income or capital loss. 


General 


Because of the complexity of issues involved, it is not certain that the Internal Revenue Service 
will issue the requested ruling and the transactions contemplated by the Merger and Amalgamation 
Agreement may give rise to a taxable disposition of Conuco Shares in respect of which a gain or 
loss may be recognized. Shareholders concerned will be advised by the Merged Company in due 
course, as to whether or not the ruling has been issued. 


Assuming that a favourable ruling is received, in order to have that ruling apply, each of the 
Conuco Shareholders who is a United States taxpayer must file with his District Director of Internal 
Revenue, on or before the last day for filing his federal income tax return (determined by taking 
into account any extensions of time therefor) for the year in which the reorganization is completed, 
the notice required by Temporary Regulation Section 7.367 (b) - 1(c). Any such United States 
shareholder of Conuco who fails to file the necessary notice may be denied the benefit of any 
favourable United States federal income tax ruling issued in connection with the proposed transac- 
tion. Shareholders may obtain a copy of the necessary notice to be filed with the Internal Revenue 
Service -by sending a written request therefor to the Secretary, Brinco Limited, 20 King Street West, 
Toronto, Ontario, M5H 1C4. 


Rights of Conuco Shareholders as Shareholders of Brinco 


As stated above, the Merger will result, in effect, in the Conuco Shareholders (presently all 
shareholders of Alberta companies) becoming shareholders of Brinco, a Newfoundland company. 
The following are among the principal similarities and differences between the rights of the Conuco 
Shareholders as shareholders of Conuco and their rights as shareholders of Brinco: 


(i) Shareholders meeting: Under Alberta law the holders of 10% or more of the voting 


shares of a company may require the holding of a shareholders meeting. Brinco’s Arti- 
cles of Association have a similar provision. 


(ii) Amending the Memorandum of Association: The Memorandum of Association of both an 
Alberta company and a Newfoundland company may generally be amended only by 75% 
of the votes cast at a meeting of shareholders called for such purpose. In Alberta, con- 
firmation by an order of the Supreme Court of Alberta is required in most instances. In 
Newfoundland, the Supreme Court of Newfoundland must confirm amendments to 
reduce capital or to alter objects of the company. In both provinces, any such amend- 
ment which affects the rights of the holders of any class of shares as a class must be 
confirmed by 75% of the votes cast at a meeting of the shareholders of such class. In 
Alberta, in some cases, a majority in numbers of the shareholders is also required. 


(iii) Amending or repealing Articles of Association: Under both Alberta and Newfoundland 
law, the Articles of Association of a company may generally be amended or repealed 
only by 75% of the votes cast at a meeting of shareholders called for such purpose. 


(iv) Residency requirements for board of directors: Under Alberta law, at least half of the 
board of directors must generally be “resident Albertans’’. In addition, at least half of the 
members present at every meeting of the board of directors must be “resident Alber- 
tans’. There are no comparable requirements under Newfoundland law. 
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(v) 


(vi) 


(vii) 


Removal of directors: Brinco’s Articles of Association provide that a director may be 
removed by 75% of the votes cast at a shareholders’ meeting. Under Conuco’s Articles of 
Association a director may be removed by the same percentage of votes. 


Removal of auditor: Under Alberta law the removal of the auditor during his term of 
office requires a 75% shareholders’ vote, whereas under Newfoundland law the auditor 
may be removed by a simple majority vote. 


Appointment of inspector: Under Alberta law the Supreme Court of Alberta may appoint 
an inspector to investigate the affairs of a corporation upon application by the holders of 
at least 10% of the outstanding shares, whereas under Newfoundland law an application 
to the Supreme Court of Newfoundland by holders of not less than 20% of the shares is 
required for the appointment of an inspector. 
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ill. CONUCO AND AFFILIATED COMPANIES 


General 


Conuco was incorporated under the laws of the Province of Ontario by letters patent dated 
April 20, 1943 under the name Pacific Oil & Refinery Limited. On November 17, 1969 its name 
became Conuco Limited and effective April 8, 1978 it was continued under the laws of the Province 
of Alberta. Until 1977, Conuco’s business consisted principally of industrial activities with only a 
limited participation in natural resources. In that year, however, the management structure was 
reorganized and the focus of Conuco’s business changed to oil and gas exploration and 
development. The Conuco Common Shares are listed on the Toronto, Montreal and Alberta stock 
exchanges. Conuco’s head office and principal place of business is located at 400, 706-7th Ave. 
S.W., Calgary, Alberta. 


Conuco has two subsidiary companies engaged in the oil and gas industry in Canada, namely 
Exalta Petroleums Ltd. (‘Exalta’”) and Jasper Oils Ltd. A third Canadian subsidiary, Republic 
Resources Limited (‘‘Republic’’), is in the course of winding-up and all of its properties have been 
transferred to Conuco. In addition, Conuco has two subsidiaries engaged in the oil and gas industry 
in the United States, namely Conuco Oils of Texas Inc. and Dialta International Oil Inc. Each of these 
subsidiaries, other than Exalta, is wholly-owned by Conuco. Conuco owns all of the outstanding 
Exalta Common Shares. The only other class of Exalta shares outstanding, the Exalta Preferred Shares, 
are to be redeemed prior to the Amalgamation. 


- 


Unless the context otherwise indicates, reference to Conuco in this Part Ill includes Conuco and 
each of its subsidiaries. 


Holders of Securities 


Principal Holders 


The authorized capital of Conuco consists of 7,000,000 Conuco Common Shares and 1,000,000 
Conuco Convertible Preferred Shares of which 5,611,027 Conuco Common Shares and 876,357 
Conuco Convertible Preferred Shares were issued and outstanding as fully paid on August 22, 1979 
and 148,000 Conuco Common Shares were reserved for issue pursuant to outstanding option 
agreements. 


To the knowledge of the directors and senior officers of Conuco, the only person or company 
who owns of record, or is known by Conuco to own beneficially, directly or indirectly, more than 
10% of any class of voting shares of Conuco is 91639 which beneficially owns directly 3,216,307 
Conuco Common Shares representing approximately 57.3% of the outstanding Conuco Common 
Shares as of August 22, 1979. 


One of the four outstanding 91639 Common Shares is beneficially owned indirectly, through 
Riback Investments, by Mr. M. Ted Riback, who is a director of Conuco. The remaining three 91639 
Common Shares are owned by Caballero which in turn is owned indirectly in equal proportions by 
Messrs. C. Alan Smith, Thomas N. Dirks and James R. Kassube, all of whom are directors and 
officers of Conuco. The only outstanding 91639 Preferred Share is beneficially owned by Brinco. 
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Directors, Officers and Others 


Except as set out below, none of the directors or senior officers of Conuco and none of their 
associates beneficially own, directly or indirectly, any Conuco Shares: 


Conuco Shares 
Beneficially Owned, 


Name of Director or Officer Position with Conuco Directly or Indirectly 
David J. Freeze Director 50,100 Common Shares 
223,640 Convertible Preferred Shares 
James R. Kassube Vice-President, Exploration 2,400 Common Shares 
and Director 

George H. Plewes Director 100,000 Common Shares 
M. Ted Riback Director 20,000 Common Shares 
C. Alan Smith President and Director 2,400 Common Shares 


Emily R. Smith, the wife of C. Alan Smith, the President of Conuco, beneficially owns directly 
975 Conuco Common Shares. Betty Riback, the wife of M. Ted Riback, a director of Conuco, 
beneficially owns directly 5,300 Conuco Common Shares. 


For details of the interests of certain of the directors and officers in 91639, the principal 
shareholder of Conuco, reference is made to the immediately preceding heading ‘Principal Holders”. 


Partners and associates of Davies, Ward & Beck, special counsel to Conuco, beneficially own, 
directly or indirectly, an aggregate of 5,000 Conuco Common Shares. 


Business and Properties of Conuco 


Conuco is engaged in the exploration for and development of reserves of crude oil, natural gas 
and related hydrocarbons in Canada and in the United States. Its operations in Canada are concen- 
trated primarily in the Provinces of Alberta and British Columbia and its operations in the United 
States are located primarily in the State of Texas. 


Through its technical staff located at its head office in Calgary, Conuco delineates geologically 
attractive oil and gas prospects. Exploratory geophysical operations and/or exploratory drilling 
Operations are then conducted on the prospects by independent contractors under the direction of 
Conuco personnel utilizing financial resources of Conuco and of other companies who own joint 
venture participations in the prospects. Crude oil produced is sold at the wellhead to other com- 
panies or government agencies and Conuco does not engage in crude oil refining or processing 
beyond operations conducted at the wellhead. Natural gas produced is sold to other companies or 
government agencies under standard contractual conditions at the outlet valve of the production 
facilities. 
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Drilling Activities 

Conuco did not commence actively drilling or participating in the drilling of any wells until its 
fiscal year ended March 31, 1977. To June 30, 1979 Conuco drilled or participated in drilling 194 
wells as follows: 


Year ended March 31 Oil Wells Gas Wells Dry Holes 


Total 
1972 crts. See eee a 28 27 55 
VOIS ys . siete tetas < Se 1 37 20 58 
1979 BAe? Sealers 15 28 28 71 
Three months ended 
HUME sO 979 week a 6 4 zl 10 
Total Ya freee: 21 97 76 194 


Conuco’s share of costs of land acquisition, exploration activities and development drilling, and 
equipment and production facilities, for the five years ended March 31, 1979 and the three months 
ended June 30, 1979 are as follows: 


Exploration 
Activities & Equipment & 
Land Development Production 
Year Ended March 31 Acquisition Drilling Facilities Total 
CLAS eat ere he gra $ 42,673 $ 62,774 $ 105,447 
19 70RD Ue Ne ee, 77,806 325,095 45,303 448,204 
1977 COIS Bae See 332,306 461,700 128,985 922,991 
1 OY, Gaetan San eee 138,454 1,292,300 322,921 1,753,675 
97.D Romane cree ae 852,698 1,861,460 691,858 3,406,016 
Three months ended 
Uumers0 41979155 eee: 5 44,116 363,058 13,050 420,224 
OC als erm a Poa: $1,445,380 $4,346,286 $1,264,891 $7,056,557 

Undeveloped Acreage 


The following tables indicate Conuco’s gross and net leasable acreage holdings by area as of 
June 30, 1979. The acreage set forth in the tables is undeveloped and includes all acreage held by 
Conuco as at such date which did not have a producing well or a well capable of production 
located on it. 
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Gross 


Acreage (1) 


Net Leasable 


Acreage (1) (2) 


160 
1,237 


* Gross Acreage in which Conuco has an overriding royalty interest only. 
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Expiry Date (3) 


1985 
1982-85 
1984 
1980 
1980-82 
1981 
1981-85 
1980-88 
1981 
1981 
1983 
1982 
1983-86 
1980-85 
1984 
1981 
1982-84 
1982 
1980-86 
1983 
1980-86 
1984 
1981 
1979 
1982-87 
1982 
1983 
1984-85 
1979-82 
1981-83 
1980-81 
1979 
1982 
1983 
1980 
1983 
1979-86 
1982-83 
1982 
1985 
1979-83 
1983-84 
1981-87 
1981 
1981-84 
1980-86 
1981 


Alberta (continued) 


Area 


LaGlace ...... 
Leahurst ..... 
Fede one). 


Manning ..... 


ee ee 


ee 


Manning-Buchanan Creek ............... cee eae 


Meekwap 
Mintlaw...... 
Mistahae..... 
Morinville .... 
NGVIS anon ten 
North Atlee... 
North Star.... 
Notikewan ... 
PEAVY occas 
Peers 


Pembina (Lobstick) 


Penhold... 
Provost-.+..... 
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Ce 
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Ranturly (Plainyve.'...: .Aceeente te ee ss ee eee 


Rattlesnake... 
Red Earth .... 
Retlaw ....... 


Spirit Ridge .. 
Spotted Lake . 
Spruce Grove 
Stettler: .2....: 


Superba...... 


Taber. 31:8 
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Gross 


Acreage (1) 


11,840 
640 
160 
320 

1,920 
8,640 
6,880 
1,440 

17,920 
160 
960 

7,680 
3,840 
5,760 
480 
1,280 
1,440 
7,120 
42,320 
4,000 
2,560 
1,280 
1,600 
640 
1,280 
640 
1,120 
8,640 
640 

35,720 
160 
320 
800 
640 

1,920 
12,800 
1,200 
480 
2,400 
320 
640 
9,280 
3,040 
160 
320 
3,520 


454,680 


Net Leasable 


Acreage (1) (2) 


* Gross Acreage in which Conuco has an overriding royalty interest only. 


29 


Expiry Date (3) 


1981 
1981 
1984 
1982 
1981-82 
1989 
1980-83 
1981 
1984 
1985 
1984 
1985 
1986 
1981 
1979 
Sis 
1984 
1982-87 
1980-84 
1984 
1981 
1982-84 
1983 
1983 
1981-84 
1983 
1980 
1984 
1982-84 
1979-84 
1982-85 
1982 
1981-86 
1982 
1982 
1981 
1984-86 
1985 
1982 
1981 
1983 
1982 
1982-83 
1983 
1981 
1985-86 


British Columbia 


Area 


Beatton River 


Cabin 


Dahl 


Hostli 


Ladyfern .... 
Mae TONN WeSts. BG BEB nicest pecirws vc Pe ple bpeeels 
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East Coast Offshore 


Labrador.... 


United States 


Montana 


Coffee ...... 


Texas 


eee eee eee ee ee eee eee eh eh eh hl Ol hh eh hl hh hl hl hh 


WeAdeH Graysoly COUNTY o05 5 to oh Sec a Se when 
Red OskeomCounty se: holes ake tts hae a We 


* Gross Acreage in which Conuco has an overriding royalty interest only. 
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Gross 


Acreage (1) 


14,581 
654 
26,636 
19,749 
16,318 
10,975 
15,996 
9,744 
1,294 
16,750 


Net Leasable 
Acreage (1) (2) 


1,040 

159 
6,319 
1,646 
1,282 

859 
4,170 
1,270 

162 
4,187 
173011 
5,205 


Expiry Date (3) 


1986 
1981 
1984 
1985 
1987, 1988 
1988 
1984 
1983 
1987 
1984 
1980 
1984 
1986 
1980 
1984 
1985 
1984 
1985, 1987 


1980 
1983 


1980 
1980 
1980 
1980 
1980 
1980 


1982 


1981 


1980 
1983 


NOTES: 


(1) Gross acreage represents the acreage in which Conuco has varying interests. Net leasable acreage represents the aggre- 
gate of the interests of Conuco (other than a royalty interest) in the gross acreage. In the case of reservations, permits 
and licences these figures are after giving effect to future reversions to the government involved. 


(2 


~— 


No figures for net leasable acreage have been provided where the only interest in the acreage owned by Conuco is a 


royalty interest. Generally royalty interests are payable on the gross production from a property prior to application of 


any production expenses. 
(3 


~— 


The expiry date is the year in which, unless producible oil or gas is located, Conuco’s title will expire. In the meantime 


Conuco’s rental obligations are $1 per net acre in Alberta, and $2 per net acre in British Columbia. In addition, although 
it has no drilling or work commitments on this acreage, various drilling or other work must be undertaken (or a penalty 
paid instead) if Conuco wishes to maintain title until the expiry year. Rentals in the United States vary from $1 to $25 per 


net acre. 


Summary of Undeveloped Acreage 


PhOtAl ORME sch nce eee ene REE Cee 


Productive Properties 


Gross Acreage 


454,680 
246,907 


400 


708,086 
753,404 


9,261 


2,172,738 


Net Leasable 
Acreage 


88,226 
40,686 
80 
10,792 
5,463 
348 


145,595 


Conuco’s oil and gas wells at June 30, 1979 are listed in the following tables. Wells listed as 
“capped” are wells which Conuco considers capable of production. In the tables, the term “gross 
wells’’ means the total number of wells in which Conuco has an interest. The term ‘‘net wells” 
means the sum of Conuco’s working interests and royalty interests in the wells. 


Area 


Alberta — Gas Wells 
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Net 
Wells 


1.000 
.103 
1.089 
.250 
.266 
.025 
2.939 
.050 
.091 
.230 
1,313 
351 
1.000 
.030 
.500 
.455 
374 


Producing Capped 
2 3 
2 
2 1 
1 
1 
1 
31 20 
1 
1 
4 1 
11 
1 1 
1 
1 
1 
3 
4 


Proximity (km) 
of Capped 
Gas Wells to 
Transmission 
Facilities 
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1.150 
1.900 


4.885 


.250 
.250 


.107 
.994 


12.550 


Status 


Producing 


[Soya ES ry ee Sy 


l)=a |e es 


Capped 


2 


=] W = A — = —] = = = — J] — = = = AQ 


Np — 


Proximity (km) 
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British Columbia — Gas Wells 
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British Columbia — Oil Wells 
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Total of All Areas: 
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_ Status — 


Producing 


capped 


NO 


lol w— 


ise 


11 
113 


124 


Proximity (km) 
of Capped 
Gas Wells to 
Transmission 
Facilities 


Production History 


During the five fiscal years ended March 31, 1979 and the three months ended June 30, 1979, 
Conuco’s production of crude oil, natural gas liquids and natural gas including Conuco’s interest in 
the crude oil, natural gas liquids and natural gas of any other person or company was as follows: 


Aggregate of Working Interests and Royalty Interests 


Crude Oil & 
Natural Gas Liquids Natural Gas Revenue 

Year Ended March 31 (bbl) (mcf) ($) 
teas is cy she feb al eae —_ 70,336 29,485 
rere Fh Oe iat — 72,996 40,547 
1 OES TO eee —_ 258,000 255,942 
PELORGSN Ton. Gg keh on sed arneanel. ee 7,320 378,020 478,877 
PRS EER FONE IY 62,424 1,061,380 1,364,227 
Three months ended 
mumenso, 1979 ..c.iseeeae vent 29,505 274,913 683,008 

BEE CAL ae ate aban Eek torn 99,249 2,115,645 $2,852,086 


Significant Producing Properties 


Approximately 50% of Conuco’s revenues during the fiscal year ended March 31, 1979 was 
derived from natural gas production. Approximately 25% of its revenues during such period was 
derived from crude oil production while the remaining 25% was derived from fees for operating oil 
and natural gas properties and from other sources. The production revenues are derived from 37 
properties located in British Columbia, Alberta, Saskatchewan and Texas. Based on results compiled 
from production statistics for the first six months of 1979, Conuco estimates that the following 
properties will account for the following specified percentages of its total crude oil production during 
the fiscal year ending March 31, 1980: Joffre, Alta. — 48%; Buffalo Head, Sask. — 11%; Beatton River 
West, B.C. — 10%; Chigwell, Alta. — 9% and Philpick, Texas — 7%. Additionally, based on similarly 
compiled natural gas production statistics, Conuco estimates that natural gas production from the 
Kotcho Lake, Dahl North and Buick Creek properties in British Columbia will account for 27%, 12% 
and 10%, respectively, and from the Leduc-Woodbend and Pembina properties in Alberta will 
account for 16% and 11%, respectively, of Conuco’s total natural gas production during the neta 
year ending March 31, 1980. 


Reserves 


During 1978 D&S Petroleum Consultants (1974) Ltd. (“D&S”) prepared, at the request of man- 
agement of Conuco and Exalta, separate valuations of the oil and gas properties of each of Conuco, 
Exalta and Republic, in each case as at August 1, 1978. These valuations, as they related to Exalta 
and Republic, were requested in connection with the proposed acquisition by Conuco and Exalta of 
all the outstanding common shares of Republic and the proposed acquisition by Conuco of all the 
outstanding common shares of Exalta. Those transactions were completed effective October 31, 1978 
and December 31, 1978, respectively. As is indicated above, the properties formerly held by Republic 
have now been transferred to Conuco. 


In order to provide shareholders with information as to its reserves and those of its subsidiaries 
as at a more recent date, Conuco requested D&S to evaluate as at May 31, 1979 the oil and gas 
properties of Conuco and its subsidiaries, including those previously owned by Republic. The 
following table summarizes the net reserves and estimated future net .revenues of Conuco and its 
subsidiaries from such properties by way of their working interests and royalty interests, and is 
derived from a report by D&S dated August 16, 1979, but effective May 31, 1979: 
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Net Reserves Estimated Future Net Revenues 


Crude Oil Natural Gas Undiscounted Discounted at 


mbbl mmef 000’s 12% 15% 20% 

000’s 000’s 000’s 
Proved Developed ...... 1,452 9,794  $ 47,580 $18,561 $16,106 $13,240 
Proved Undeveloped.... 695 — 14,661 45,547 15,848 13,030 9,867 
Probable Additional..... 1,181 11,706 47,541 13,170 10,836 8,229 
Totals ee oes 3,328 36,161 $140,668 $47,579 $39,972 $31,336 


Notes: 


1. The future net revenues are after deduction for operating costs, royalties and future development costs. Indirect costs, 
such as administrative overhead, management fees, other miscellaneous expenses and income taxes have not been con- 
sidered. The discounted future net revenues, shown at rates of 12%, 15% and 20% per annum compounded annually to 
mid-year are not to be construed as fair market values. 


2. The following reserve classifications have been used in these evaluations: 


“Proved reserves’ are defined to be those quantities of crude oil, natural gas, and natural gas liquids which, upon 
analysis of geologic and engineering data, appear with reasonable certainty to be recoverable in the future from known 
oil and gas reservoirs under existing economic and operating conditions. Proved reserves have been limited to those 
quantities of oil and gas which can be expected with little doubt, to be recoverable commercially at current prices and 
costs, under existing regulatory practices and with existing conventional equipment and operating methods. 


“Proved developed reserves” are proved reserves which are expected to be recovered from existing wells, through exist- 
ing completion intervals, with existing equipment and operating methods; and, those proved reserves behind the casing 
of existing wells, which are expected to be produced through these wells in the predictable future. 


“Proved undeveloped reserves” are defined as proved reserves which are expected to be recovered from new wells on 
undrilled acreage or from existing wells where a relatively major expenditure is required to place the production on- 
stream. 


“Probable additional reserves” are defined as those situated in the vicinity of proved properties, but where the geologic 
and engineering control indicate some degree of risk or where modifications to the depletion method should result in 
increased recoverable reserves. 

3. The table summarizes the results of individual cash flow forecasts prepared for each property. The forecasts were taken 
from reports prepared by D&S for Conuco, Republic and Exalta dated October 5, 1978 and January 31, 1979. The effective 
date of these reports was August 1, 1978. The forecasts were re-evaluated by D&S to reflect current well productivities and 
oil and gas prices. The operating costs used in the earlier reports were escalated 10% for the report as at May 31, 1979. In 


addition, non-producing, uncontracted gas properties were not assumed to come on production prior to November 1, 1982, 
reflecting the current gas surplus in Western Canada. 


Additional properties were added to those covered by the earlier reports due to the subsequent drilling of new wells. These 
properties were evaluated individually by D&S and have been included in its report as at May 31, 1979. 


Several new wells have been drilled in some of the previously evaluated properties. These new wells have been evaluated 
by D&S and the previous evaluations have been modified to reflect the new wells. 


Conuco did not request D&S to estimate the fair market value of its current holdings of unproven 
acreage and accordingly no such estimate was included in its report. 
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The reserves and estimated future net revenues as determined by D&S differ significantly from 
those derived from a report on substantially the same properties, as at March 31, 1979, prepared by 
McDaniel Consultants (1965) Ltd. (“McDaniel’’). This latter report was commissioned by Brinco 
during the course of negotiation of the proposed Merger terms and was issued on July 30, 1979. The 
following table summarizes the net reserves and estimated future net revenues to Conuco and its 
subsidiaries from such properties as derived from such report: 


Net Reserves Estimated Future Net Revenues 
Crude Oil Natural Gas Undiscounted Discounted at 
mstb mmcf 000’s 12% 15% 20% 
000’s 000's 000’s 
Proven Remaining ...... 828 22,664 not reported $22,191 $18,545 $14,348 
Probable Additional..... 769 5,596 not reported 2,143 1,796 1,391 
TL) Ret ee ae 1,597 28,260 $63,286 $24,334 $20,341 $15,739 


Notes: 


1. The future net revenues are after deduction for operating costs, royalties and future development costs. Indirect costs, 
such as administrative overhead, management fees, other miscellaneous expenses and income taxes have not been con- 
sidered. The discounted future net revenues, shown at rates of 12%, 15% and 20% per annum compounded annually to 
mid-year are not to be construed as fair market values. 


2. The following reserve classifications have been used in these evaluations: 


“Proven reserves’’ were considered to be those reserves which to a high degree of certainty are recoverable at commer- 
cial rates under present depletion methods and current operating conditions, prices and costs. 


“Probable additional reserves’’ were considered to be those reserves commercially recoverable as a result of the more 
favourable performance of the existing recovery mechanism than that which could be deemed to be proven at this time. 
Probable additional natural gas reserves were also assigned to those areas which are believed to be potentially produc- 
tive but which could not be realistically considered proven at the present time. 


3. The table summarizes the results of individual cash flow forecasts prepared for each property. The complete report presents 
these cash flow forecasts. 


Brinco also requested McDaniel to evaluate the unproven acreage of Conuco and its subsidiaries 
as at March 31, 1979. In its report McDaniel estimated the fair market value of such acreage as at that 
date to be approximately $5,400,000. 


Industry Conditions 
Pricing 

Conuco’s Canadian oil production is located in British Columbia, Alberta and Saskatchewan. In 
the Provinces of British Columbia and Alberta, a variable royalty on oil production is reserved to the 
Crown. Income from oil produced from wells situate in Saskatchewan is subject to tax under The 


Oil Income Tax Act (Saskatchewan). The current Edmonton terminal crude oil price is $13.25 per bar- 
rel. A price increase of $1 per barrel is scheduled for January 1, 1980. 


Conuco’s natural gas production is located entirely in British Columbia and Alberta. Natural gas 
produced in British Columbia is purchased by British Columbia Petroleum Corporation at a price net 
of provincial taxes and royalties. Conuco’s gas production in that Province consists entirely of 
“new” gas for which it receives $1.03 per Mcf. In Alberta a variable royalty on gas production is 
reserved to the Crown. The average regulated field price for natural gas in Alberta is currently $1.64 
per million BTU. 


Oil and gas production in the United States is subject to variable royalties. Gas production in the 
United States is sold either through the interstate system, at a price regulated by the Federal Energy 
Regulatory Commission, or to the various intrastate systems, at negotiated prices. Conuco’s share of 
natural gas is currently sold into the interstate market at a price of $1.89 (U.S.) per Mcf. The average 
price for ‘‘new” oil in the United States is $28.50 (U.S.) per barrel. 


36 


Production and Export 


Production and marketing of crude oil and natural gas in Canada are subject to regulation by 
both provincial and federal authorities. In Alberta, production of conventional crude oil is subject to 
prorationing among producing fields to meet projected levels of market demand. However, as a 
result of current high demand levels, all fields are presently entitled to produce at rates consistent 
with good engineering practice. 


Crude oil, certain petroleum products and natural gas generally may not be exported from 
Canada except under the authority of a licence issued by the National Energy Board (‘“NEB”’). Prior 
to issuing an export licence, the NEB must be satified that the quantity of product to be exported 
does not exceed the surplus remaining after due allowance has been made for the reasonably 
foreseeable requirements for use in Canada, having regard to trends in discovery. Generally 
speaking, the term of an export licence may not exceed 25 years. Exports of limited quantities of 
natural gas may also be authorized by order of the NEB. 


In 1974, the NEB projected that a deficiency in the supply of Canadian crude oil to meet the 
Canadian demand for feedstocks was possible in the early 1980’s and concluded that action was 
necessary to reduce crude oil exports. Accordingly, effective January 1, 1975, the NEB adopted a 
procedure of determining the level of oil exports on the basis of forecasts of surplus producibility 
and a formula designed to phase out exports gradually as surpluses disappeared. In its September 
1978 report, Canadian Oil Supply and Requirements, the NEB stated that licensing of exports of 
light crude oil could be maintained at the 1978 level of 55,000 barrels per day for three years until 
the end of 1981, after which they would cease, and that licensed exports of heavy crude oil should 
continue to be restricted to those quantities remaining after meeting the feedstock requirements of 
Canadian refiners. The federal Government imposes an export charge on crude oil and certain oil 
products. exported from Canada in an amount generally equal to the difference between the 
Canadian price and the average import price to the United States of oil imported from countries 
other than Canada. 


In 1971, the NEB decided that Canada did not have a surplus of natural gas reserves after 
considering Canadian requirements and amounts already committed for export to the United 
States. Subsequently, because of changing circumstances in the natural gas industry, the NEB 
conducted an inquiry to determine whether Canada now has a surplus available for further exports 
and, in its February 1979 report, Canadian Natural Gas Supply and Requirements, the NEB indicated 
that about two trillion cubic feet of natural gas may now be available for new exports. Hearings on 
specific export applications began in July 1979 and applications have been made to the NEB for the 
export of over nine trillion cubic feet of natural gas over periods ranging up to 12 years. The 
hearings were concluded during the week of August 10, 1979, but no decisions have yet been 
announced by the NEB with respect to any of such applications. 


A permit is also required from the Alberta Energy Resources Conservation Board with the 
approval of the Alberta Government for the removal from Alberta of natural gas produced in 
Alberta. 


Land Tenure 


Recent amendments to The Mines and Minerals Act (Alberta), which governs the basis of 
tenure of Alberta Crown petroleum and natural gas leases, have been designed to provide an 
incentive to maintain a high level of exploration activity within Alberta. First, leases of petroleum or 
natural gas properties issued after July 1, 1976 have been and will be for primary terms of five 
years rather than the customary 10 or 21 year terms granted prior to such date. Secondly, in respect 
of most Alberta Crown petroleum and natural gas leases, all zones below the deepest zone capable 
of production in paying quantities, revert to the Crown upon the expiration of the primary term of 
the lease or January 1, 1983, whichever date is later. Finally, the regulations to the Act require 
lessees under Alberta Crown petroleum and natural gas leases to commence drilling operations 
prior to the expiration of the primary term of the leases. Failure to comply with these drilling 
requirements may result in the cancellation of the leases. 


37 


Land tenure regulations in British Columbia and Saskatchewan generally correspond with those 
currently in effect in Alberta. Conuco’s lands located in the United States are held through freehold 
petroleum and natural gas leases with terms varying from one to five years. 


Interests of Management and Others in Material Contracts of Brinco and Conuco 


Except for their interests in the Merger and Amalgamation Agreement, neither Caballero nor 
91639 and none of the directors and senior officers of Conuco and their other affiliates, has any 
interest in any material contract to which Brinco is a party. Caballero and 91639 are interested in the 
Merger and Amalgamation Agreement as parties to such agreement. The directors and senior 
officers of Conuco are interested in the Merger and Amalgamation by reason of their respective share- 
holdings in Conuco, Caballero, 91639 and Exalta, details of which are set forth under the headings ‘‘Merg- 
ing Companies” on page 3 and “Conuco — Holders of Securities’ on page 25. Certain of the directors 
and officers are also interested in the Merger and Amalgamation Agreement by reason of the 
arrangements referred to under ‘‘The Merged Company — Arrangements with Conuco Management” 
on page 64. 


Effective October 31, 1978, Conuco acquired 50% of the outstanding shares of Republic 
for a cash consideration of $2,572,910, and Exalta acquired the balance of the outstanding shares of 
Republic for a cash consideration of $2,431,692 and 50,000 Conuco Common Shares valued at 
$250,000. At that date, Exalta was the parent company of Conuco. 


Effective as at December 31, 1978 Conuco acquired for a nominal consideration all of the issued 
and outstanding common shares of Exalta previously held indirectly by Messrs. C. A. Smith, T. N. 
Dirks, J. R. Kassube and M. T. Riback, all of whom are directors and senior officers of Conuco. In 
connection with the acquisition Conuco guaranteed the repayment of certain indebtedness of Exalta 
to Riback Investments in the amount of $3,840,918 and to Mr. Riback personally in the amount of 
$378,648. The value of the common shares of Exalta was determined by the directors of Conuco to 
be $652,560 and accordingly, $652,550 was credited to contributed surplus. 


Except for the foregoing transactions and except for the transactions contemplated by the 
Merger and Amalagamation Agreement, neither Caballero nor 91639, nor any of the directors and 
senior officers of Conuco and their other associates and affiliates has had, or now has any material 
interest, direct or indirect, in any transaction since the commencement of Conuco’s last completed 
financial year or in any proposed transaction which, in either case, has materially affected or will 
materially affect Conuco or any of its affiliates. 
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IV. BRINCO 


The Company 


Brinco was incorporated on April 17, 1953 under the laws of the Province of Newfoundland 
with the name British Newfoundland Corporation Limited. By certificate of change of name dated 
June 30, 1971, the name of the company was changed to Brinco Limited. Brinco’s registered office 
is located at Suite 1101, Royal Trust Building, Water Street, St. John’s, Newfoundland and its 
executive offices are at 20 King Street West, Toronto, Ontario. Brinco’s authorized and issued share 
capital are described under the heading ‘’Authorized and Issued Capital of Brinco” on page 56. 


Business and Properties of Brinco 
Background 


Brinco is engaged, directly and indirectly, in the exploration for and development of natural 
resources relating primarily to three areas: namely (i) energy resources, including uranium, natural 
gas and oil, (ii) industrial minerals, principally asbestos and limestone, and (iii) base metals, princi- 
pally zinc. These activities are carried out, either directly or through joint ventures, by Brinco, by its 
wholly-owned subsidiaries, namely British Newfoundland Exploration Limited (“Brinex’’) and Union 
Holdings Incorporated (“Union”) or by associated companies, namely Abitibi Asbestos Mining 
Company Limited (‘‘Abitibi’’) and Coseka Resources Limited (‘‘Coseka”) in which Brinco holds 
60.1% and 25.3% equity interests, respectively. 


Brinco was originally established with the primary objective of exploring, investigating 
and developing the natural resources of the Province of Newfoundland. In May 1953 the 
Government of Newfoundland and Brinco entered into an agreement which has been amended from 
time to time (such agreement, as amended, the “Principal Agreement’’) whereby Brinco was 
granted (i) exclusive rights until December 31, 1954 to explore for natural resources in uncommitted 
areas of the Island of Newfoundland and Labrador, (ii) an option until December 31, 1954 to take a 30 
year exploration lease on 50,000 square miles in Labrador and 10,000 square miles in the Island of 
Newfoundland of the areas subject to the exclusive exploration rights with exclusive rights to 
prospect and explore such leased areas, (iii) the right during the subsistence of any exploration lease 
to acquire exclusive mining leases with a term of at least 99 years covering areas of reasonable size 
for the mining and treatment operations envisaged, and (iv) the right to acquire in fee simple surface 
lands necessary for surface works and facilities incidental to the development of mineral resources. 
Pursuant to the Principal Agreement a mineral exploration lease (the ‘‘Exploration Lease’’) covering 
50,000 square miles in Labrador and 10,000 square miles in the Island of Newfoundland was issued 
from the Government of Newfoundland to Brinco in September 1955 and assigned to Brinex in 
November 1955. The Exploration Lease expires on September 26, 1985. The Principal Agreement 
requires Brinco to expend certain sums on exploration for natural resources in the areas covered by 
the Exploration Lease and to surrender every five years a stated number of square miles of such 
areas as selected by Brinco. Under the terms of the Principal Agreement, Brinco is obligated to pay 
to the Government of Newfoundland an annual rental equal to 8% of the consolidated net profits 
before income taxes (as defined) of Brinco resulting from the operations on the concessions. 


The Principal Agreement included extensive water power rights throughout the Province of 
Newfoundland. In 1958 the rights, options and assets relating to the water power potential of the 
upper part of the Churchill River and watershed in Labrador acquired pursuant to the Principal 
Agreement were transferred by Brinco to its then wholly-owned subsidiary, Churchill Falls (Lab- 
rador) Corporation Limited (‘‘CFLCo’’). Until 1974, Brinco’s principal activity was the construction 
and initial operation through CFLCo of the Churchill Falls hydro electric power plant and related 
facilities in partnership with Hydro Quebec and the Government of Newfoundland (to whom Brinco 
conveyed an aggregate 43% equity interest in CFLCo) — an undertaking involving total capital 
expenditures of approximately one billion dollars. In June 1974 Brinco sold to the Government of 
Newfoundland and one of its agencies its remaining 57% equity interest in CFLCo together with all 
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other rights and assets relating to water power in Labrador for $160 million. At the time of such 
sale, construction of the CFLCo facilities was more than 95% complete and contracted deliveries of 
power had been made on schedule for over two years. The terms of the sale agreement required 
Brinco to use the net proceeds of such sale, in part, to pay a special dividend on its common shares 
and to make an offer to repurchase from its shareholders Brinco Common Shares then outstanding 
at a purchase price of $7.07 per share. Pursuant to such obligations, Brinco paid a special dividend 
in 1974 of $1.20 per common share and repurchased during that year 9,973,067 of its outstanding 
common shares. 


In June 1957 the Government of Newfoundland and Brinex entered into an agreement, which 
has been amended from time to time (such agreement, as amended, the “Statutory Agreement”) 
whereby Brinex was granted (i) exclusive rights until March 14, 1980 to explore for natural resources 
in certain areas of the Island of Newfoundland and Labrador not covered by the Principal Agreement, 
(ii) the unlimited right to stake mineral claims in such areas, (iii) the right to obtain five year special 
development licenses within the areas covered by the Statutory Agreement, (iv) the right to convert 
any special development license to a mining lease with a term of 50 years, and (v) the right to 
acquire, in fee simple, surface lands reasonably necessary for purposes incidental to mining and 
treatment of ores. The rights covered by the Statutory Agreement extend to all minerals other than 
oil and natural gas. The Statutory Agreement requires Brinex to explore for natural resources in the 
areas covered by the Statutory Agreement. 


As at July 31, 1979 the exclusive rights held by Brinex under the Principal Agreement covered 
2,504 square miles in Labrador and 1,505 square miles on the Island of Newfoundland and the 
exclusive rights held by Brinex under the Statutory Agreement covered 2,375 square miles in 
Labrador and 744 square miles on the Island of Newfoundland. 


The British Newfoundland Exploration Ltd. (Petroleum and Natural Gas) Act, 1963, gave Brinex 
the right to enter into an agreement with the Province of Newfoundland pursuant to which Brinex 
would have exclusive rights to explore for petroleum and natural gas in an area of 9,626 square miles 
along the west coast of Newfoundland. Such an agreement with the Government of Newfoundland 
was entered into in 1971. In 1964 Brinex and Golden Eagle Oil and Gas Ltd., under a joint venture 
agreement, commenced exploration of the southwestern part of the Island of Newfoundland, which 
culminated in the drilling of two test wells at Port-au-Port Bay in 1965. In 1971 part of the joint 
venture area was explored by Union Oil Company Ltd. under a farm-out agreement, which led to the 
drilling of a further well in the Anguille Mountains in 1973. Further offshore geophysical surveys were 
carried out by Mobil Oil Canada Ltd. in 1974-75, and by Brinex in 1976-77. In the absence of 
encouraging exploration results, the petroleum and natural gas exploration rights under the 
agreement with the Government of Newfoundland were relinquished in October 1978. 


During the period 1973 to 1977 Brinco acquired an aggregate of 2,565,649 common shares of 
Coseka Resources Limited (‘‘Coseka”), representing 25.3% of its outstanding shares. Brinco has 
participated actively in the management of Coseka, a public company primarily engaged in the 
exploration for and development of oil and natural gas. 


Brinco is in the process of implementing new corporate strategies involving a more active role 
in the oil and natural gas industry and the bringing into production of its uranium deposits in 
Labrador. The locations of Brinco’s resource properties are shown on the maps on pages 23 and 24 
and its principal current activities are described below. 


Uranium 
(a) Central Labrador Mineral Belt 


Brinex’s uranium exploration activities have been concentrated in the Central Labrador Mineral 
Belt which extends some 200 miles southwest from Makkovik on the Atlantic coast to beyond Seal 
Lake, encompassing an area of approximately 5,000 square miles. Pursuant to the Principal 
Agreement and the Statutory Agreement, Brinex holds exclusive prospecting rights over most of this 
Belt and the area has been the subject of exploration since 1954 when Brinex first discovered 
uranium mineralization in Labrador. 
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In 1966 Brinex entered into a joint venture agreement (the “Uranium Joint Venture Agreement”) 
with Metallgesellschaft A.G. of Frankfurt, West Germany (“MG”) to explore an area of 779 square 
miles in the Central Labrador Mineral Belt held by Brinex pursuant to the Exploration Lease. In 1969 
an adjoining area of 457 square miles, held by Brinex under the Statutory Agreement, was made 
subject to the Uranium Joint Venture Agreement. In 1974 MG assigned its interest in the Uranium 
Joint Venture Agreement to Urangesellschaft Canada Limited (‘“UG’’), an associated company. The 


aforementioned areas are respectively designated as Area ‘A’ and Area ‘B’ and are identified on the 
map appearing on page 24. 


Under the Uranium Joint Venture Agreement, UG and Brinex are each to contribute 50% of 
exploration expenditures incurred in each yearly exploration programme. The Uranium Joint Venture 
Agreement provides in effect that, subject to the payment of their respective portions of such 
exploration expenditures, in the event that any mining leases are obtained for the purpose of 
developing any uranium ores or by-product minerals, the interests of Brinex and UG in all such 
mining leases and in any company formed for the purpose of working them would be 60% and 40%, 
respectively. If UG makes no contribution towards exploration expenditures in any year, all UG’s 
rights under the Uranium Joint Venture Agreement are terminated. Where either party contributes 
a part but not all of its share of such exploration expenditures in any year, its interest in any such 
mining lease or company is diluted accordingly. All obligations of UG and Brinex to contribute to 
exploration expenditures have been met to date. 


On December 27, 1978 UG granted to Brinex an option to acquire or to arrange the sale of its 
40% interest (UG Interest’) in the Uranium Joint Venture Agreement. On July 31, 1979, Brinex 
exercised this option and on August 10, 1979 the UG Interest was transferred to SBC Financial 
Limited (“SBC Financial’) as trustee, to be conveyed to Edison Development Canada Inc. 
(“Commonwealth Canada’), a wholly-owned Canadian subsidiary of Commonwealth Edison 
Company (“CE”) of Chicago, Illinois, or failing it to Tinto Holdings Canada Limited (‘‘Tinto 
Holdings’’), a company in the RTZ Group, or failing it to Brinex, on or before December 31, 1979. 
The purchase price of the UG Interest was $10.1 million plus interest at the prime rate charged by 
The Royal Bank of Canada on $9 million of the purchase price from May 1, 1979 to August 10, 1979, 
the date of transfer. SBC Financial advanced the sum of $10.1 million to UG and Brinex paid UG 
interest in the amount of $300,000. Failing acquisition by Commonwealth Canada or Tinto Holdings 
of the UG Interest, Brinex is obligated to repay the $10.1 million together with interest at the same 
rate. 


Brinco and Brinex have entered into an agreement (the ‘‘Purchase Agreement”) made as of 
August 16, 1979 with Commonwealth Canada providing for the acquisition by Commonwealth 
Canada of the UG Interest. The purchase price to be paid by Commonwealth Canada for such 
acquisition is $10.1 million plus interest at the rate being charged by SBC Financial thereon (to a 
maximum of 12%) from the date of receipt of the approval referred to in clause (iii) below to 
the date of acquisition. In addition, at the time of acquisition of the UG Interest, Commonwealth 
Canada is to reimburse Brinex for one half of the amount of interest paid by Brinex to UG. 
Following completion of such acquisition, Commonwealth Canada will be a party to the Uranium 
Joint Venture Agreement and will be bound by its terms and conditions, including the payment of 
its share of exploration expenditures. The acquisition by Commonwealth Canada of the UG Interest 
under the Purchase Agreement is subject to receipt of various approvals including that of: 


(i) the Governor-in-Council under FIRA; 
(ii) the Ilinois Commerce Commission; and 


(iii) the Minister of Energy, Mines and Resources of Canada. This ministerial approval is 
required, among other things, to assure that the proposed acquisition and ownership by 
Commonwealth Canada will comply with Canadian government policy concerning the 
ownership of uranium undertakings in Canada and control of enterprises in Canada 
engaged in the extraction or processing of uranium. Reference is made to the heading 
“Legislation and Controls — Uranium Mining Control’ on page 48. 
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In July 1979, the Minister of Energy, Mines and Resources confirmed to Brinco that the transfer 
of the UG Interest to Commonwealth Canada, Tinto Holdings or Brinex does not conflict with the 
Canadian government policy principles outlined in Bill C-64. Reference is made to the heading 
“Legislation and Controls — Uranium Mining Control” on page 48. 


If the approvals referred to above are not obtained and the various conditions set forth in the 
Purchase Agreement are not satisfied, Commonwealth Canada is not obliged or entitled to 
purchase the UG Interest. In that event, Tinto Holdings will purchase the UG Interest provided 
approvals applicable to it are received. 


Kitts and Michelin Deposits 


The uranium bearing rocks within Area ‘A’ and Area ‘B’ are dominantly bedded formations of 
Proterozoic age composed largely of volcanic debris and associated sediments. Deformation sub- 
sequent to their deposition has folded and tilted the originally flat-lying beds into near vertical 
attitudes. Many uranium showings are known within Area ‘A’ and Area ‘B’ and in ground to the east 
(Aillik area) and west (Moran Lake area). These latter two areas are the subject of exploration pro- 
grammes by Brinex in joint ventures with other parties. 


The most significant uranium discoveries in the Joint Venture Areas are known as the Kitts 
deposit and the Michelin deposit, both of which are located in Area ‘A’. 


The Kitts deposit was discovered in 1956 and surface diamond drilling to define reserves was 
carried out at various times between 1957 and 1978. Underground drilling and development took 
place in 1958 and 1975. A total of 40,700 feet of surface and underground drilling and 3,000 feet of 
underground lateral development have been used to establish ore reserves for this deposit. 


The Michelin deposit was discovered in 1968 and surface diamond drilling was undertaken in 
1969-70 and 1975-76. A programme of underground drilling and development was also carried out 
in 1975. A total of 93,800 feet of surface and underground drilling and 2,300 feet of underground 
lateral development have been used to establish ore reserves for this deposit. 


In 1978, Derry, Michener & Booth, Consulting Geologists, were retained to review and interpret 
the exploration data relating to the Kitts and Michelin deposits and to provide estimates of 
geologically correlatable reserves. Their report was submitted in January 1979 and is summarized 
below. 


indicated Reserves Inferred Reserves 
Short Tons Average Grade Total Short Tons Average Grade Total 
% Uz08 U3Qz in Ibs. % U30e U3Q0s¢ in Ibs. 
Kitts deposit 50,300 1.02 1,025,500 153,600 0.73 2,242,700 
Michelin deposit 5,482,000 0.14 15,349,600 716,000 0.13 1,861,600 


The total indicated and inferred reserves for the two deposits are 20,479,400 pounds of U3Os. 
Note: 
The following generally accepted reserve classifications have been used in these estimates: 


“indicated reserves’’ means reserves for which tonnage and grade are computed partly from specific measurements, 
samples or production data, and partly from projection for a reasonable distance on geological evidence, and for which the 
sites available for inspection, measurement, and sampling are too widely or otherwise inappropriately spaced to outline the 
material completely or to establish its grade throughout. 


“inferred reserves” means reserves for which quantitative estimates are based largely on broad knowledge of the geologic 
character of the deposit and for which there are few, if any, samples or measurements, and for which the estimates are based 
on an assumed continuity or repetition for which there are reasonable geological indications, which indications may include 
comparison with deposits of similar type, and bodies that are completely concealed may be included if there is specific 
evidence of their presence. 


The main mineralized zones of the Michelin deposit have been drilled to a depth of 850 feet. 
Available geological evidence indicates that the mineralization is open to depth. The Kitts deposit 
does not appear to have significant additional reserve potential. There is potential for economic 
development of other known showings in Area ‘A’ and Area ‘B’ but on geological evidence cur- 
rently available these could only be developed in the context of a central mining operation. 


42 


The Kitts and Michelin deposits are mineralogically simple, containing the uranium mineral 
known as pitchblende or uraninite together with iron oxides and sulphides. No metallurgical prob- 
lems are anticipated. Neither the Kitts nor the Michelin deposit has any significant base or precious 
metal content 


Project Development 


In February 1979 Kilborn Limited, Engineering Consultants, were commissioned to evaluate the 
project and prepare a feasibility study. This study was completed in June 1979 and indicated that 
the project could sustain a development as conceived. 


The feasibility study is based on the development of the Kitts and Michelin deposits over a 15 
year mine life using both open pit and underground mining methods. Ore from both mines would 
be treated in a concentration plant located at the Michelin site. An all-weather road link would be 
established to Goose Bay, approximately 85 miles to the south. 


Production would be at rates varying between 1,000,000 and 1,300,000 pounds of U30g per 
year. Based on the feasibility study, Brinco estimates that capital costs prior to the start of 
production will approach $160 million and that capital costs during production, including capital 
replacements, will be $40 million. A large portion of the capital cost during production is the 
development cost for the underground mining of the Michelin deposit. The feasibility study 
indicates that the project is economically attractive. 


In February 1979 work was also undertaken to prepare an environmental impact statement 
(“EIS”), a preliminary site evaluation report and a preliminary safety report. These reports are 
requirements of both the Federal Government and the Province of Newfoundland. 


The EIS is required in order to obtain environmental approval for the project. The site and 
safety reports are required in order to obtain a development licence from the Atomic Energy Control 
Board, for the project. The EIS was submitted in early May 1979. Preliminary site and safety reports 
were submitted in June and July 1979, respectively. Public meetings on project development 
concepts have been held in four local communities including Happy Valley — Goose Bay, Labrador. 


Current work plans call for the completion of a work programme that is required in order to 
confirm the feasibility study and provide additional information in support of the site and safety 
reports. 


The feasibility study is based on a conceptual schedule which calls for preliminary road con- 
struction work to commence in 1979 with a mill start-up schedule for mid-1982. If approvals are not 
advanced sufficiently to commence road construction in 1979, mill start-up would likely be delayed 
beyond 1982. 


Agreement in Principle with CE and Commonwealth Canada 


CE, Commonwealth Canada, Brinex and Brinco have also entered into an outline (the ““Outline’’) 
dated as of August 16, 1979, setting out the principal terms to be embodied in the following three 
agreements to be negotiated: 


(i) an agreement (the “Project Agreement’) among Commonwealth Canada, Brinex and Brinco 
relating to the evaluation, design, development, construction, financing, ownership and 
operation of a project (the “Labrador Project’) to mine and produce natural uranium ore 
concentrates from the Kitts and Michelin deposits; 


(ii) an agreement (the “Sale Agreement’) among Commonwealth Canada, Brinex, CE and 
Brinco relating to the sale to CE of Uz0z to be produced from the Labrador Project; and 
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(iii) an agreement (the “Management Agreement’) between Commonwealth Canada and Brinex 
providing for the supervision and management by Brinex of the construction and operation 
of the Labrador Project. 


The outline does not constitute a binding agreement among the parties. 


CE and Commonwealth Canada have agreed with Brinex that they will have no rights or 
obligations under the Outline, Project Agreement or Sale Agreement unless and until the UG 
Canada Interest has been acquired by Commonwealth Canada. In addition, if Commonwealth 
Canada acquires the UG Interest, and by January 31, 1980 the Project Agreement and Sale 
Agreement have not been executed by the parties and certain approvals referred to below have not 
been obtained, Commonwealth Canada must sell and Brinex must purchase the UG Interest at a 
price (the ‘’Reacquisition Price’) equal to the sum of (i) $10.1 million, and (ii) any amount 
expended by Commonsealth Canada on exploration expenditures under the Uranium Joint Venture 
Agreement, with interest on such amounts at the prime rate charged by The Royal Bank of Canada 
from the respective dates that Commonwealth Canada expended such amounts until the date of 
payment by Brinex to Commonweaith Canada. 


Under the terms of the Outline, Brinex is to conduct an evaluation (the “Evaluation”) of the 
Labrador Project. The Evaluation is currently being conducted by Brinex and is to include a com- 
prehensive investigation, analysis and evaluation of all geological, construction, operational, 
environmental, financial and other considerations relating to the Labrador Project. It is to be based 
upon bringing the mines for the Labrador Project into production at rates sufficient to permit the 
production of not less than 1,000,000 pounds of UO per year during the life of the economically 
recoverable reserves. The Evaluation is to be completed and 2 written project report thereon is to 
be submitted to Commonwealth Canada and CE not later than December 31, 1979. Upon receipt of 
this project report, the parties to the Outline are to settle and agree upon the scope (the “Scope”) 
of the Labrador Project. If the parties do not agree upon the Scope by January 31, 1980, Brinex has 
the option, but not the obligation, to acquire the UG Interest on or before February 29, 1980 at the 
Reacquisition Price. 


lf the project report discloses that the economics of the Labrador Project are less favourable to 
CE than those shown in an earlier feasibility study conducted by Brinex, having regard to the esti- 
mates of floor prices, capital costs (expressed in 1978 dollars) and ore reserves contained in such 
earlier study, then unless such economics can be restored by including reserves outside the area of 
the Labrador Project or by other acceptable changes, CE may at its option terminate the Sale 
Agreement and the Project Agreement. If CE exercises its option to terminate the Sale Agreement, 
Brinex will be entitled, at its option, to be exercised within three months of the date of such termi- 
nation, to purchase the UG Interest from Commonwealth Canada at the Reacquisition Price. 


The following is a summary of several more of the important provisions of the Outline: 


Construction — Once the Scope of the Labrador Project has been agreed upon, it will be the 
responsibility of Brinex to construct the Labrador Project in accordance with the Scope. 


Ownership — Brinex and Commonwealth Canada are to have undivided 60% and 40% interests 
respectively in the Labrador Project and in all mining leases acquired pursuant to the Uranium Joint 
Venture Agreement. 


Financing — Except as otherwise agreed, Brinex and Commonwealth Canada are to participate 
on a 60/40 basis in all aspects of the Labrador Project including all indebtedness and obligations 
relating thereto. Commonwealth Canada has undertaken to seek financing for 90% of the capital 
cost of bringing the Labrador Project into production. From the proceeds of the loan, 40% will be 
contributed by Commonwealth Canada to its portion of the cost of the Labrador Project and the 
remaining 60% will be loaned by Commonwealth Canada to Brinex (at an interest rate not greater 
than Commonwealth Canada’s cost of borrowing plus 1%) and contributed by Brinex to its portion 
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of such capital cost. The remaining 10% of the capital cost will be contributed by Commonwealth 
Canada and Brinex in proportion to their respective interests of 40% and 60%. The amount of the 
loan is subject to increase due to cost escalation caused by inflation. Brinex is obliged, however, to 
pay any cost overruns in the construction of the Labrador Project which result from changes from 
the Scope that are not otherwise agreed to by Commonwealth Canada. 


The financing for the construction of the Labrador Project will be secured by a first mortgage 
against the interests of Brinex and Commonwealth Canada in the Labrador Project and a floating 
charge against the undertaking and remaining properties and assets comprising a part of the 
Labrador Project. 


Sale Agreement — Under the Sale Agreement the entire production of U30g from the Labrador 
Project, up to a maximum of 18 million pounds, is to be sold to and purchased by CE. CE has the 
option to limit the aggregate annual quantity of U30s to be sold to it to one million pounds. The 
purchase price to be paid by CE in each year for each pound of U30s produced in such year shall 
be greater of (i) the floor price and (ii) 95% of the market price for such year. The floor price 
includes loan interest and repayments, actual operating costs, a management fee to be paid to 
Brinex, an interest charge on equity contributions, and certain other allowances for exploration and 
close down costs. 


Management Agreement — Under the Management Agreement Brinex will be entitled during 
the construction of the Labrador Project to a monthly management fee of $12,500 and during oper- 
ation to an annual management fee equal to 5% of the operating costs incurred in the year. 


Approvals — The entering into by the various parties of the Project Agreement and the Sale 
Agreement is conditional upon the obtaining of various approvals, including approval of the 
Governor-in-Council under FIRA, the Department of Energy, Mines and Resources of Canada, the 
Atomic Energy Control Board under the Atomic Energy Control Act (Canada) and the Illinois 
Commerce Commission. 


Brinco Guarantee — Brinco is to guarantee the performance of all the obligations of Brinex 
under the Project Agreement, the Sale Agreement and the Management Agreement. 


Exploration 


Boulders with high grade uranium mineralization were discovered in 1978 at Mustang Lake in 
Area ‘A’ (where grades range from 1% to 6% U30g) and at Melody Hill in Area ‘B’ (where grades 
range from 2% to 18% U3QOs). Extensive follow-up geophysics, geochemistry and geological map- 
ping were undertaken in 1978 on Melody Hill and a 9,000 foot drilling programme is currently under 
way. Detailed follow-up, including geophysics, geochemistry and geological mapping, is currently 
being undertaken in the Mustang Lake area. Prospecting in Area ‘A’ in 1978 indicated that the 
McLean Lake area might have more potential than previously realized, and grades of up to 0.5% 
U30s8 were established in outcrop and talus. Follow-up in this area is planned for late 1979 or 1980. 


In the Moran Lake area, to the southwest of Area ‘B’, where Brinex is in partnership with 
Canadian Nickel Company Limited, airborne radiometric and magnetometer surveys of selected 
areas conducted in 1977 and 1978 resulted in several new discoveries of radioactive outcrops and 
boulders. To the northeast of Area ‘A’, in the Aillik area, where Brinex participates in a joint venture 
with Placer Development Limited, airborne radiometric and V.L.F. surveys together with silt 
sampling, geological mapping and geophysics were carried out in 1978. Detailed ground follow-up 
of anomalous areas is currently under way. 


(b) Saskatchewan 


Approximately 350 square miles are held under joint venture in three areas within the Athabas- 
ca basin of Saskatchewan. At Russell Lake, the most advanced prospect, analysis of geophysical 
data indicates that a favourable geological environment underlies the property and lake sediment 
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geochemical and radon anomalies are coincident with this. Detailed geophysical surveys are cur- 
rently under way and a drilling programme will be undertaken in late 1979. 


(c) Other Areas 


Brinex is a minority partner in a joint venture uranium exploration programme in the Okanagan 
area of southern British Columbia where a lake sediment testing programme is currently under way. 
Union is a joint venture partner in an uranium exploration programme in the southern United States 
where exploratory drilling is currently under way. 


Industrial Minerals 
(a) Asbestos — Abitibi Asbestos Mining Company Limited 


Brinco holds 3,921,332 common shares of Abitibi Asbestos Mining Company Limited (“Abitibi’’), 
representing 60.1% of the issued and outstanding shares of Abitibi. Abitibi is a public company 
whose common shares are listed on the Toronto and Montreal stock exchanges. 


Abitibi is the beneficial owner of 159 mining claims covering approximately 12,509 acres 
located in Maizerets and Soissons Townships in the District of Abitibi, approximately 52 miles north 
of the Town of Amos in Quebec. The properties are approximately 50 miles from the nearest rail- 
road line and are reached by the Amos-Matagami highway. Diamond drilling on an area of 1,200 
acres has identified substantial asbestos mineralization. This deposit lies 1.5 miles from the high- 
way. 


Prior to 1972, Abitibi carried out an intensive drilling programme, which had delineated an 
asbestos deposit, and a limited bulk sampling programme. Subsequent to 1972, Brinco 
rehabilitated the underground workings at the 200 foot level, extended the underground develop- 
ment and mined 26 bulk samples. A 30 ton per day pilot plant and quality contro! laboratory were 
constructed and operated at the mine site. R.T.Z. Consultants Limited, then a subsidiary of RTZ, 
was retained to assist Brinco in the development of a computerized model of the deposit based on 
data obtained from more than 80,000 feet of surface diamond drilling and the bulk sample 
programmes. Open pit mine planning studies were also carried out by R.T.Z. Consultants Limited to 
establish the optimum mining strategy and production plan capacities. A joint venture consulting 
organization of SNC Services Limited and Canadian Bechtel Limited was retained to provide capital 
and operating cost estimates. 


Based on the foregoing studies, it was estimated in 1976 that capital expenditures of approxi- 
mately $300 million would be required to bring the deposit into commercial production. The con- 
cept for mining and recovering asbestos fibre included a production schedule which called for the 
processing of a minimum of 103 million tons of fibre-bearing rock at the rate of seven million tons 
per year, having an average gross value of approximately $10 per ton, at list prices current in Feb- 
ruary 1976. Since February 1976, list prices have increased by approximately 35%. The capital costs 
required to bring the deposit into commercial production have not been re-estimated since 1976. 


Since 1976, discussions have continued between Abitibi, the Province of Quebec and major 
asbestos producers concerning the possible development of the deposit. Brinco intends to re- 
examine the reserves, the mining plan and the overall economics of the project in 1980. Reference 
is made to the heading ‘Approval Under the Foreign Investment Review Act” on page 15. 


(b) Limestone 


The Brinex concession on the Port-au-Port peninsula of western Newfoundland contains a 
deposit of high quality limestone suitable for the manufacture of cement. Diamond drilling carried 
out in 1973 established possible reserves in excess of 300 million tons of limestone. In 1974 a 
feasibility study of a one million ton per year cement plant on the Port-au-Port property was 
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undertaken but it was decided not to pursue the project at that time. A study is currently in progress 
to evaluate the possible development of this deposit to supply agricultural and industrial limestone. 


Base Metals 
(a) Washington State Zinc 


Union has a 25.5% equity interest in a former zinc producing property in Stevens County, 
Washington. United States Borax and Chemical Corporation, a company in the RTZ Group, holds a 
25.5% interest through a wholly-owned subsidiary and Callahan Mining Corporation holds the 
remaining 49% interest and is the operator under a joint venture agreement. The property lies 
about 35 miles from the Cominco smelter at Trail, British Columbia, and 130 miles from the Bunker 
Hill smelter at Kellogg, Idaho. 


In 1974 the joint venture partners undertook a drilling programme to continue exploration 
which had been started by Callahan Mining Corporation in 1971. In 1977 they completed a feasibil- 
ity study of underground mining based on recoverable reserves as at January 1, 1977, which were 
calculated to be 6.54 million tons of 0.57% lead and 3.55% zinc. 


In light of current world zinc prices, the grade is considered insufficient to warrant resumption 
of mining and milling operations. However, in view of the existing and estimated minimal environ- 
mental problems, the property could be brought on stream quickly if and when zinc prices improve. 


(b) Other Properties 


Brinex currently has interests in active exploration programmes for zinc and other base metals 
in the Yukon, central and western Newfoundland and Ontario, and for gold in southwestern New- 
foundland. 


The following is a summary of the 1978 results in the two most advanced programmes: 
Ogilvie Joint Venture 


Brinex is the largest single partner (holding an approximate 48% interest) in the Ogilvie Joint 
Venture which is exploring for stratiform zinc-lead-silver deposits in the eastern Yukon. 
Mineralization has been encountered in two zones on the Jason property at Macmillan Pass. 
Further work including drilling is planned for late 1979. Subject to fulfilling certain expenditure 
commitments, Pan Ocean Oil Ltd. will have a right to earn an interest in the Jason claims. Brinex’s 
interest could then be reduced to approximately 38% or 24%, depending on the amount of 
expenditures incurred by Pan Ocean Oil Ltd. over an agreed period of time. 


Cape Ray Project 


Rio Tinto Canadian Exploration Limited, the exploration affiliate of Rio Algom Limited, a com- 
pany in the RTZ Group, is the operator and majority partner in a joint venture exploring for gold in 
the Cape Ray region of southwestern Newfoundland. Brinex holds a 10% non-assessable undivided 
interest in this project. Drilling to date has outlined three small gold bearing bodies and further 
work is necessary to define the grades and size limits. 


Oil and Natural Gas 


Brinco’s principal interest in oil and natural gas is represented by its holding of 2,565,649 
common shares of Coseka Resources Limited (‘“Coseka’’), representing 25.3% of Coseka’s 
outstanding common shares. Coseka is a public company whose common shares are listed on the 
Toronto and Vancouver stock exchanges and is engaged, directly and through subsidiary and 
affiliated companies, in the exploration for and development of natural resources, primarily natural 
gas, oil and sulphur principally in western Canada and the United States. 
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In its unaudited statement of income for the nine month period ending April 30, 1979, Coseka 
announced that revenues before royalties were $11,430,264, compared to $9,246,672 for the same 
period in 1978. Net income for the period was $2,266,837, compared to $2,787,480 for the same 
period in 1978. 


Since one result of the Merger will be that Brinco will have a more active and direct participa- 
tion in the oil and gas industry, Brinco is considering the possible sale of its interest in Coseka. 


Legislation and Controls 
Foreign Investment Review Act 


Under the Foreign Investment Review Act (Canada) (“FIRA’’), the acquisition of control of 
Canadian business enterprises and the establishment of new businesses in Canada by non-eligible 
persons (as defined) are, with certain exceptions, subject to review and assessment by the Foreign 
Investment Review Agency and approval by the Governor-in-Council. The main criterion for 
approval is whether the acquisition or new business is or is likely to be of significant benefit to 
Canada. Brinco is a non-eligible person for the purpose of FIRA. The issue of the Brinco Shares to 
the Conuco Shareholders in connection with the Merger, will not, of itself, alter Brinco’s current 
status under FIRA. 


Uranium Mining Control 


On March 19 and May 5, 1970, the then Minister of Energy, Mines and Resources informed the 
House of Commons of the Federal Government’s position with respect to ownership in the Cana- 
dian uranium industry. He stated that the Government proposed to limit by regulation the extent of 
ownership of uranium producing enterprises in Canada by non-residents of Canada, the definition 
of which, by reason of RTZ’s beneficial shareholding, would include Brinco. The regulations would 
set a limit of 33% upon the aggregate foreign ownership of any uranium property of established 
productive capacity and a limit of 10% on the ownership of such a property which may be held by 
any one foreign investor or group of associated foreign investors. Subject to certain restrictions on 
sale to non-residents, foreign controlled companies actively engaged in exploration on a uranium 
property on March 2, 1970 would be permitted to retain their holdings as of that date if they proved 
to the satisfaction of the Atomic Energy Control Board of Canada by March 2, 1976 that they had 
a commercially viable uranium deposit on such property. 


Prior to March 2, 1976 Brinex established to the satisfaction of the Canadian Atomic Energy 
Control Board that commercially viable deposits of uranium ore exist in areas subject to the 
Uranium Joint Venture Agreement. 


On June 29, 1978 Bill C-64, entitled the ‘““Uranium and Thorium Mining Review Act”, (the ‘‘Bill’’) 
was introduced and received First Reading in the House of Commons. The purpose of the Bill was 
to formalize the previously announced policy of the Federal Government (as referred to above) of 
controlling the extraction of uranium and thorium in Canada by non-residents. Upon the dissolution 
of Parliament in October 1978, the Bill died on the Order Paper. 


As described under the heading ‘Business and Properties of Brinco — Uranium — Kitts and 
Michelin Deposits’’ on page 42, the Kitts and Michelin deposits were discovered in 1956 and 
1968, respectively. On October 7, 1970 the then Minister of Energy, Mines and Resources confirmed 
to Brinco that the acquisition by MG of its 40% equity interest under the Uranium Joint Venture 
Agreement would not contravene the policy of the Federal Government announced in the state- 
ments of the Minister referred to above. On April 28, 1975 the then Minister of Energy, Mines and 
Resources consented to the assignment by MG of its interest in the Uranium Joint Venture Agree- 
ment to UG. As noted above under the heading “Acquisition of UG Interest in Uranium Joint Ven- 
ture Agreement”, the Minister of Energy, Mines and Resources advised Brinco on July 16, 1979 that 
the transfer by UG of its interest in the Uranium Joint Venture Agreement to Commonwealth Cana- 
da, Tinto Holdings or Brinex does not conflict with the Canadian government policy principles out- 
lined in the Bill. 
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On September 5, 1974, the Federal Government also announced a policy which, in general, would 
require Canadian uranium mining companies to reserve for Canadian utilities uranium resources 
economically recoverable at twice the current world market price in amounts sufficient to assure 
such utilities a 30 year supply of uranium to operate, at an annual capacity factor of 80%, nuclear 
reactors presently operating, under construction or planned for operation ten years into the future. 
Each mining company has or will have a reviewable reserve margin allocated to it based on the 
ratio of its uranium resources to the total Canadian recoverable resources from all such companies 
as estimated by a Federal Government appraisal group. Canadian utilities will be required to 
demonstrate that they are maintaining a contracted forward supply of nuclear fuel to enable them 
to operate at an annual capacity factor of 80% for at least 15 years. The policy further provides that 
export contract approvals are to be limited to a maximum of ten years from the date of the signing 
of the contract, with contingent approval possible for an additional five years. Such contingent 
approval will not be given unless provision is made for renegotiation of price for the uranium to be 
supplied during such additional period and will be subject to Canadian utilities having a right of 
recall through the Canadian Atomic Energy Control Board on a portion of the material subject to 
contingent approval. Under the policy, a domestic utility must give the Canadian Atomic Energy 
Control Board prior notice of at least five years that the right of recall will be exercised and must 
demonstrate that it is unable by other means to maintain its 15 year forward commitment. Any 
uranium so recalled could be supplied, on a short term basis, from the Federal Government 
stockpile. For producers with contracts calling for deliveries beyond ten years from the date of 
signing into the future, the Government may, on request, allow the ten year firm delivery period to 
move forward in time on an annual basis on the anniversary date of the contract signing. In the 
absence of specific exemption, uranium must be exported in the most advanced form possible in 
Canada (which at present involves conversion to UFg¢ in the case of uranium to be used in enriched 
form), and foreign purchasers will be required to agree not to re-export the uranium, except subject 
to certain conditions. 


On December 20, 1974, the Federal Government announced a further policy requiring the 
governments of all countries to which uranium is to be exported to agree, as a condition of such 
export, to safeguards arrangements containing binding assurance that such uranium will not be 
used to produce a nuclear explosives device, whether the development of such a device be stated 
to be for peaceful purposes or not. 


Security, Environmental and Health Matters 


Exploration for and mining and milling of U30g are subject to control by the Atomic Energy 
Control Board established pursuant to the Atomic Energy Control Act. Regulations established 
under the Atomic Energy Control Act set out requirements for the physical security of radioactive 
substances and uranium mining and milling facilities. Applications for licences to extract radioactive 
substances must include a description of measures to be taken to ensure physical security of such 
facilities. Reference is made to the heading “Uranium — Central Labrador Mineral Belt — Project 
Development” on page 43 for a discussion of an environmental impact statement with respect to 
the Labrador Project. 


Directors and Officers 


The full names, places of residence and positions held with Brinco and the _ principal 
occupations of its directors and officers are as follows: 


Name and Place of Residence Position Principal Occupation 

Edmond Jacques Courtois, Q.C., Director Partner, Courtois, Clarkson, 
Montreal, Quebec Parsons and Tetrault 
Robert Baldwin Dale-Harris, Director and Executive 

Uxbridge, Ontario Chairman of the Board 
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Name and Place of Residence 


Lewis Wilson Foy, 
Bethlehem, Pennsylvania 


Alistair Gilchrist Frame, 
London, England 


Donald Ross Getty, 
Edmonton, Alberta 


Peter Hugh Grimley, Ph.D., 
Willowdale, Ontario 


John James Goodchild, C.A., 
Mississauga, Ontario 


Ryuta Kawasaki, 
New York, New York 


Terence Heath Lewis, 
Oakville, Ontario 


Harry Winsor Macdonnell, Q.C., 
Toronto, Ontario 


Garth Alexander Clifton MacRae, 
Toronto, Ontario 


James Calhoun O’Rourke, P.Eng., 
Mississauga, Ontario 

Norbert Melville Peters, 

Oakville, Ontario 

Harold Leslie Snyder, 

St. John’s, Newfoundland 

Hugh Robin Snyder, 


Toronto, Ontario 


Sir Ronald Mark Cunliff Turner, 
London, England 


Position 


Director 


Director 


Director 


Vice-President 


Comptroller 


Director 


Treasurer and 
Manager, 
Corporate 
Development 


Director 


Vice-President 


Vice-President 


Vice-President, 
General Counsel 
and Secretary 


Director 


Director and 
President and 
Chief Executive Officer 


Director 


Principal Occupation 


Chairman, Bethlehem Steel 
Corporation 


Deputy Chairman and 
Chief Executive, 

The Rio Tinto-Zinc 
Corporation Limited 


President, D. Getty 
Investments Ltd. 


Vice-President, Exploration, 
Brinco Limited 


Comptroller, 
Brinco Limited 


Executive Vice-President 
Marubeni Corporation 


Treasurer, 
Brinco Limited 


Partner, McCarthy 
& McCarthy 


Vice-President, 
Finance and Administration, 
Brinco Limited 


Vice-President, Mining, 
Brinco Limited 


Vice-President, General 
Counsel and Secretary, 
Brinco Limited 


Director, Centre for Cold 
Ocean Resources Engineering 


President and Chief 
Executive Officer, 
Brinco Limited 


Chairman, 
The Rio Tinto-Zinc 
Corporation Limited 


All of the directors and officers have held their present principal occupations for more than five 


years except as noted below: 


From and prior to August 1974 and until March 1979 when he retired, Mr. Robert B. Dale-Harris 
was a senior partner of the Toronto Office, Central Region of Coopers & Lybrand. 
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From and prior to August 1974 and until January 1975, Mr. Alistair G. Frame was Managing 
Director of R.T.Z. Development Enterprises Limited, a company in the RTZ Group. He was 
appointed to the main board of RTZ in September 1973, became Deputy Chief Executive in January 
1977, and was appointed to his present position in September 1978. 


From and prior to August 1974 and until March 1975, Mr. Donald R. Getty was Minister of 
Federal and Inter-governmental Affairs and from April 1975 to March 23, 1979, Minister of Energy 
and Natural Resources in the Government of the Province of Alberta. From and prior to March 1974 
and until March 1979, Mr. Getty was a Member of the Legislative Assembly of Alberta for the 
constituency of Edmonton Whitemud. 


From and prior to August 1974 and until June 1975, Mr. John J. Goodchild was Site Controller 
of CFLCo. Mr. Goodchild was appointed to his present position in June 1975. 


From and prior to August 1974 and until April 1975, Mr. Ryuta Kawasaki was Senior Mining 
Director of Marubeni Corporation. Mr. Kawasaki was appointed to his present position in April 1975. 


From and prior to August 1974 and until April 1977 and from April 1978 to March 1979 Mr. 
Terence H. Lewis was Financial Manager and Manager, respectively, of R.T.Z. Oil and Gas Limited, 
a company in the RTZ Group and from April 1977 to April 1978 was Financial Evaluation Officer 
with Gas Gathering Pipelines (North Sea) Limited. Mr. Lewis was appointed to his present position 
in March 1979. 


From and prior to August 1974 and until January 1975, Mr. Harry W. Macdonnell was Executive 
Vice-President of Brinco. From January 1975 to June 1975 he was President and Chief Executive 
Officer of Brinco. Mr. Macdonnell became a partner of McCarthy & McCarthy in September 1975. 


From and prior to August 1974 and until April 1977, Mr. Garth A. C. MacRae was Treasurer of 
Hudson Bay Mining and Smelting Limited. From May 1977 until December 1978, he was Manager 
of the Finance and Administration Department of the same company. In January 1979 he became 
Vice President — Finance and Administration of that Department. In August 1979 he was appointed 
Vice President — Finance of Hudson Bay Mining and Smelting Limited. Mr. McRae was appointed 
to his present position on August 20, 1979. 


From and prior to August 1974 and until February 1976 Mr. James C. O’Rourke was Assistant 
Manager of Gibraltar Mines Ltd. (N.P.L.). From February 1976 to January 1979, he was General 
Manager of Equity Mining Corporation. Mr. O’Rourke was appointed to his present position in 
January 1979. 


From and prior to August 1974 and until March 1975 Mr. Norbert M. Peters was General 
Counsel of Brinco. In March 1975 Mr. Peters was appointed Vice-President and General Counsel of 
Brinco and in March 1979 also became Secretary of Brinco. 


From and prior to August 1974 and until December 1974, Mr. Harold L. Snyder was a 
Vice-President of Brinco. Mr. Snyder was appointed to his present position in December 1974. 


From and prior to August 1974 and until November 1974, Mr. Hugh R. Snyder was Manager, 
Corporate Development of Brinco. From February 1975 to August 1978, he was President and Chief 
Executive officer of Western Mines Limited. Mr. Snyder became President and Chief Executive 
Officer of Brinco in October 1978. 


From and prior to August 1974 and until December, 1975, Sir Mark Turner was Deputy 
Chairman of RTZ and was appointed to his present position in December 1975. 


Remuneration of Directors and Senior Officers 


The aggregate direct remuneration paid or agreed to be paid by Brinco and its subsidiaries to 
directors and senior officers during the fiscal year ended December 31, 1978 was $584,000 and 
during the seven month period ended July 31, 1979 was $448,000. 
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The estimated aggregate cost to Brinco and its subsidiaries of all pension benefits to be paid in 
the event of retirement at normal retirement age, directly or indirectly, by Brinco to directors and 
senior officers of Brinco and its subsidiaries was $9,400 in the fiscal year ended December 31, 
1978. 


Options to Purchase Securities 


Brinco’s stock option plan provides for the granting to full-time officers and other employees of 
Brinco or its subsidiaries of options to purchase an aggregate of 200,000 Brinco Common Shares, at 
a price per share not less than 90% of the market price of the Brinco Common Shares if such mar- 
ket price is more than $5.00 per share or 85% of the market price of the Brinco Common Shares if 
such market price is $5.00 or less. For such purposes the market price in each case is the market 
price on the Montreal Stock Exchange on the business day before the date on which the option is 
granted. Under the plan, options are granted for a term of not more than five years during 
employment by Brinco or its subsidiaries. Reference is also made to the heading ‘‘The Merged 
Company — Stock Options” on page 64. 


As at July 31, 1979 there were outstanding options to purchase in the aggregate 147,000 Brinco 
Common Shares and 162,900 Brinco Common Shares were reserved for issuance upon the exercise 
of options granted or which may be granted under such plan. 


Details of options outstanding under the plan as at July 31, 1979 are as follows: 


Market 
Directors and All other Date Normal Option Price at 
Senior Officers Employees of Expiry Price Date of 
of Brinco of Brinco Grant Date Per Share Grant 
10,000 — September September 
2, 1976 2, 1981 $4.00 $4.00 
_ 15,000 September September 
2, 1976 2, 1981 $4.00 $4.00 
50,000 ose August August 
31, 1978 31, 1983 $7.00 $7.25 
30,000 = January January 
22, 1979 22, 1984 $6.30 $7.00 
15,000 27,000 February February 
26, 1979 26, 1984 $7.00 $7.87 


The last sale price of Brinco Common Shares on The Toronto Stock Exchange on August 22, 1979 
was $7.625 per share. 


Principal Holders of Securities 


The following table lists each shareholder who, to the best of the knowledge of the directors 
and officers of Brinco, now owns and will own after giving effect to the Merger beneficially, directly 
or indirectly, more than 10% of any class of the outstanding equity shares of Brinco: 


Percentage of 
Percentage of Class After 


Type of Class Prior Giving Effect 

Name and Address Class and No. of Shares Owned Ownership to Merger to Merger 
The Rio Tinto-Zinc 
Corporation Limited, 
London, England 12,116,031 Common Shares Beneficial and of record (') 82.5% (2) 72.0% (2) 
M. Ted Riback, 274,691 Common Shares =: 1.6% 
Calgary, Alberta 274,691 Preferred Shares Series A } Beneficial (3) — 12.7% 

274,691 Preferred Shares Series B 12.7% 
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Percentage of 
Percentage of Class After 


Type of Class Prior Giving Effect 

Name and Address Class and No. of Shares Owned Ownership to Merger to Merger 
C. Alan Smith, 268,825 Common Shares — 1.6% 
Calgary, Alberta 268,825 Preferred Shares Series a} Beneficial (4) —_ 12.4% 

268,825 Preferred Shares Series B = 12.4% 
Thomas N. Dirks, 268,025 Common Shares aaa 1.6% 
Calgary, Alberta 268,025 Preferred Shares Series A} Beneficial (>) = 12.4% 

268,025 Preferred Shares Series B _ 12.4% 
James R. Kassube, 268,825 Common Shares = 1.6% 
Calgary, Alberta 268,825 Preferred Shares Series A } Beneficial (°) a 12.4% 

268,825 Preferred Shares Series B == 12.4% 


NOTES: 
(1) Of these shares 12,113,831 are owned of record by Thornwood (80% of the outstanding shares of which is beneficially 
owned indirectly by RTZ and 20% of the outstanding shares of which is beneficially owned indirectly by Bethlehem 
Steel Corporation), 2,100 are owned of record by Tinto Holdings (all of the outstanding shares of which are beneficially 
owned indirectly by RTZ) and 100 shares are owned directly by RTZ. 


(2) As a result of its direct and indirect holdings, RTZ controls before giving effect to the Merger 12,116,031 or 82.5% of 
the outstanding Brinco Common Shares, while its net beneficial interest expressed as a percentage of all outstanding 
Brinco Common Shares is 66.0%. After giving effect to the Merger, RTZ will control 72.0% of the Brinco Common 
Shares and its net beneficial interest expressed as a percentage of all outstanding Brinco Common Shares will be 
57.6%. 


(3) Of these shares 268,025 will be owned of record by Riback Investment Corporation Limited, all the outstanding shares 
of which are owned by Mr. M. Ted Riback. 


(4) Of these shares 268,025 will be owned of record by C. A. Smith Resources Ltd., all the outstanding shares of which are 
owned by Mr. C. Alan Smith. 


(5) To be owned of record by Sage Holdings Ltd., all the outstanding shares of which are owned by Mr. Thomas N. Dirks. 


(6) Of these shares 268,025 will be owned of record by Sperry Exploration Ltd., all the outstanding shares of which are 
owned by Mr. James R. Kassube. 


As at July 31, 1979 the directors and senior officers of Brinco, as a group, beneficially owned, 
directly or indirectly, less than 1% of the outstanding Brinco Common Shares. 


After giving effect to the Merger and the appointments of Messrs. C. Alan Smith and George H. 
Plewes to the board of directors of Brinco, the directors and senior officers of Brinco, as a group, 
will beneficially own directly and indirectly 3.4% of the outstanding Brinco Common Shares, 26.6% 
of the outstanding Brinco Preferred Shares Series A and 26.6% of the outstanding Brinco Preferred 
Shares Series B, in each case without giving effect to any conversions of Brinco Preferred Shares. 
Reference is made to the heading ‘‘The Merged Company — Directors and Officers’ on page 64. 


Partners and associates of McCarthy & McCarthy beneficially own, directly or indirectly, the 
following securities of Brinco and its affiliates: 400 common shares of Brinco, 200 $5.80 Cumulative 
Redeemable First Preference Shares Series A, par value $100, and 3,400 common shares without par 
value of Rio Algom Limited and 100 common shares without par value of Indal Limited. 


Undertaking Relating to Foreign Ownership 


In connection with the application by Brinco to the Foreign Investment Review Agency for 
approval of the proposed acquisition resulting from the Merger and in connection with the approval 
by the Minister of Energy, Mines and Resources in respect of the transfer of the UG Interest, 
Thornwood intends to furnish to the Foreign Investment Review Agency an undertaking to the effect 
that it will take or cause to be taken all necessary and required steps within its power to increase the 
ultimate beneficial ownership of Brinco by resident Canadians to levels satisfactory to both 
Thornwood and the Foreign Investment Review Agency. 


Thornwood contemplates that such increase could be effected over a reasonable period of time 
by various means, including the issue of additional shares of Brinco to the public, by way of private 
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placement, by way of a rights issue or in consideration for the purchase of assets and the sale by 
Thornwood of shares of Brinco to persons who are not ‘‘non-eligible persons”, in each case under 
commercially prudent terms. 


The terms of such undertaking, when settled between Thornwood and the Foreign Investment 
Review Agency, will be conditional upon the receipt by Thornwood’s beneficial shareholders of all 
required regulatory consents and approvals. 


Ownership and Trading in Securities of Conuco and its Affiliates 


Brinco beneficially owns 40,600 Conuco Common Shares (representing less than 1% of the 
outstanding Conuco Common Shares) which were acquired between May 11, 1979 and July 26, 1979 
at an average purchase price of $5.36 per share. Brinco beneficially owns one 91639 Preferred Share 
acquired on June 14, 1979 for $1.00 for purposes of effecting the Merger. Save as aforesaid, no 
securities of Conuco or any of its affiliates are beneficially owned, nor is control or direction exer- 
cised over any such securities, directly or indirectly, (i) by Brinco, any associate or affiliate of Brinco, 
or any director or senior officer of Brinco or their associates or (ii) to the best of the knowledge 
of the directors and officers of Brinco, by any person or company who beneficially owns, directly or 
indirectly, or exercises control or direction over, shares of Conuco or any of its affiliates carrying 
more than 10% of the voting rights attached to all the outstanding equity shares of Conuco or any 
of its affiliates, except for certain directors and senior officers of Conuco who hold indirectly 
3,216,307 Conuco Common Shares representing 57.3% of the issued and outstanding Conuco 
Common Shares. Reference is made to the headings “Merging Companies” on page 3 and 
“Conuco — Holders of Securities” on page 25. To the best of the knowledge of the directors and 
officers of Brinco, save as aforesaid, none of the persons or companies referred to above have 
traded in shares of Conuco during the past six months. 


Material Contracts 


Except for contracts made in the ordinary course of business, the only material contracts 
entered into by Brinco within the two years preceding the date hereof are the following: 


(i) Merger and Amalgamation Agreement made as of June 13, 1979 among the Merging 
Companies; 


(ii) Option Agreement made as of December 27, 1978 between UG and Brinex relating to an 
option granted to Brinex to acquire the UG Interest; and 


(iii) Purchase Agreement made as of August 16, 1979 among Brinco, Brinex and 
Commonwealth Canada relating to the acquisition by Commonwealth Canada of the UG 
Interest. 


Reference is made to Part Il ‘The Proposed Merger’’ commencing on page 3 and to the 
headings ‘‘Brinco — Central Labrador Mineral Belt’ on page 40 and “Agreement in Principle with 
CE and Commonwealth Canada” on page 43. 


Copies of the above-mentioned contracts may be examined at Brinco’s executive offices, 20 
King Street West, Toronto, Ontario, during normal business hours at any time prior to the close of 
business on September 26, 1979. 
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Prior Issues of Brinco Common Shares 


The following is a quarterly summary of issues of Brinco Common Shares by Brinco during the 
past 12 months. All such issues have been through the exercise of stock options only. 


Three Months Ended No. of Shares Issued Received in Cash 
October 31, 1978 : 14,100 $56,400 
January 31, 1979 3,500 $14,000 
April 30, 1979 15,500 $62,000 
July 31, 1979 4,000 $17,500 


Dividend Record 


Brinco paid a special dividend on the outstanding Brinco Common Shares on October 15, 1974 


of $1.20 per share aggregating $29,531,000. Brinco has not paid any other dividends on any class of 
shares during the last five years. 
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V. DESCRIPTION OF BRINCO SHARES 
Authorized and Issued Capital of Brinco 


The authorized capital of Brinco presently consists of 35,000,000 common shares without 
nominal or par value (the “Brinco Common Shares”) of which 14,675,018 shares are issued and 
outstanding as fully paid at the date hereof and 147,000 unissued Brinco Common Shares are 
reserved for issue pursuant to outstanding employee stock options. In addition, there are 9,973,067 
Brinco Common Shares held by Brinco which have been designated by legislation of the Province 
of Newfoundland as Class A Shares of Brinco for so long as such shares are held by Brinco. While 
any of such Class A Shares are held by Brinco they are deemed not to be outstanding and are 
not entitled to receive any dividends or any other payment or distribution. Class A Shares may be 
re-issued by the directors of Brinco at any time for such consideration as the directors may determine 
and upon such re-issue become re-designated as Brinco Common Shares having all the rights 
and characteristics attributable to the Brinco Common Shares as described on page 62. 


Creation of Brinco Preferred Shares 


Contemporaneously with the mailing of this Information Booklet, Brinco has called the Brinco 
Shareholders Meeting to be held September 24, 1979 for the purpose, among other things, of 
authorizing the creation of a class of 10,000,000 preferred shares with a par value of $5.50 each 
(the ‘‘Brinco Preferred Shares’’) issuable by the directors of Brinco in series, which will enable 
Brinco to perform its obligations in respect of the Exchange Privilege and the Redemption Obligation. 


If the creation of the Brinco Preferred Shares is approved at the Brinco Shareholders Meeting, 
the directors of Brinco will, immediately following the registration with the Registrar of Companies 
(Newfoundland) of the special resolution creating such shares, designate approximately 2,250,000 
Brinco Preferred Shares as the Brinco Preferred Shares Series A and approximately 2,150,000 
Brinco Preferred Shares as the Brinco Preferred Shares Series B. 


The following is a summary of the material rights, privileges, preferences, conditions and 
restrictions to be attached to the Brinco Preferred Shares as a class and to the Brinco Preferred 
Shares Series A and the Brinco Preferred Shares Series B. The full attributes of the Brinco Preferred 
Shares, the Brinco Preferred Shares Series A and the Brinco Preferred Shares Series B are to be as 
set forth in Parts A, B and C, respectively, of the Appendix to this Information Booklet. All defined 
terms used in the summary which follows are used with the same meanings as set forth in the 
aforementioned Appendix. Also set forth below is a summary of the material rights and charac- 
teristics of the Brinco Common Shares. 


Brinco Preferred Shares Class Provisions 


Issuance in Series. The directors may from time to time issue Brinco Preferred Shares in one or 
more series, each series to consist of such number of shares as shall before issuance be deter- 
mined by the directors who shall fix the designation, rights, privileges, preferences, restrictions and 
conditions to attach to each series of Brinco Preferred Shares including the rate of preferential 
dividends (if any), whether cumulative, non-cumulative or partially cumulative, and the dates and 
places of payment thereof; the restrictions (if any) respecting payment of dividends on Junior 
Shares as defined on page A-1in Part A of the Appendix; the rights of Brinco (if any) to redeem 
any Brinco Preferred Shares and the consideration for and terms and conditions of any such 
redemption; the rights of retraction (if any) vested in the holders of Brinco Preferred Shares; the 
voting rights (if any) and the conversion rights (if any); any redemption, sinking or analogous 
fund; or other provisions attaching to the Brinco Preferred Shares of such series. 


Rateable Participation. When any fixed cumulative dividends or amounts payable on a return of 
capital are not paid in full, the cumulative Brinco Preferred Shares of all series shall participate rate- 
ably in respect of such dividends, including accumulated dividends, if any, (but only to the extent of 
and in those cases where a series of Brinco Preferred Shares bears cumulative dividends) in accor- 
dance with the sums which would be payable on the cumulative Brinco Preferred Shares if all such 
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dividends were declared and paid in full, and on any return of capital in accordance with the sums 
which would be payable on such return of capital if all sums so payable were paid in full. 


Priority over Junior Shares. The Brinco Preferred Shares will be entitled to preference over 
Junior Shares with respect to payment of accumulated dividends and return of capital but shall not 
have any further right to participate in profits and assets and may also be given such other prefer- 
ences over Junior Shares as may be fixed by the directors. 


Shares Ranking Equally. The Brinco Preferred Shares of each series will rank on a parity with 
the Brinco Preferred Shares of every other series with respect to priority in payment of dividends 
(but only to the extent that and in those cases where a series of Brinco Preferred Shares 
bears dividends) and in the distribution of assets in the event of the liquidation, dissolution or 
winding-up. 


Creation of Prior Ranking Shares. Subject to the provisions attaching to any series of Brinco 
Preferred Shares, no class of shares may be created ranking prior to or (unless such shares are 
additional Brinco Preferred Shares) on a parity with the Brinco Preferred Shares without the 
approval of the holders of the Brinco Preferred Shares given in a specific manner. 


Redemption. Subject to the provisions of The Companies Act (Newfoundland) and to the provi- 
sions attaching to any series of Brinco Preferred Shares, the Brinco Preferred Shares may be 
redeemed by Brinco, in whole or at any time or in part from time to time, on not less than 30 days’ 
notice at a redemption price equal to the par value thereof together with such premium (if any) as 
may be applicable to any particular series of Brinco Preferred Shares, and all accrued and unpaid 
preferential dividends (if any) to the date fixed for redemption. In case a part only of the Brinco 
Preferred Shares of any series is to be redeemed, the shares to be redeemed shall be selected by 
lot in such manner as the directors may determine or, if the directors so determine, may be 
redeemed pro rata disregarding fractions. 


Modification and Consent. The sanction of the holders of the Brinco Preferred Shares as to any 
change of class provisions or any change adversely affecting the rights or privileges of the Brinco 
Preferred Shares may be given by resolution passed by the affirmative vote of the holders of not 
less than 66 2/3% of the Brinco Preferred Shares represented and voting at a meeting of such 
holders duly called for such purposes and held in a specified manner. 


Brinco Preferred Shares Series A Series Provisions 


The Brinco Preferred Shares Series A will, in addition to the terms and conditions relating to 
the Brinco Preferred Shares as a class, have attached thereto as a series the terms and conditions 
which are summarized below. 


Dividends. The holders of Brinco Preferred Shares Series A will be entitled to receive, in priority 
to the Brinco Common Shares and any shares ranking junior to the Brinco Preferred Shares Series 
A, fixed cumulative preferential cash dividends, as and when declared by the directors, at the rate 
of 7% per annum on the par value thereof, to accrue from the Amalgamation and to be payable 
quarterly on the last day of March, June, September and December in each year. The first of such 
dividends shall, if declared, be payable on December 31, 1979. 


Conversion Privilege. The Brinco Preferred Shares Series A will be convertible at any time up to 
the close of business on the Retraction Date (being the fifth anniversary of the Amalgamation and 
more fully defined on page A-12 in Part B of the Appendix) or, in the case of shares called for re- 
demption prior thereto, on the last business day prior to the date for which Brinco Preferred Shares 
Series A are called for redemption, into fully paid and non-assessable Brinco Common Shares on 
the basis of 0.55 of a Brinco Common Share for each Brinco Preferred Share Series A. 


The conversion basis shall be subject to adjustment in certain events, including: 
(i) the distribution of Brinco Common Shares to the holders of Brinco Common Shares by 
way of stock dividend or otherwise or the subdivision or consolidation of the outstanding 
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Brinco Common Shares; 
(ii) any consolidation, amalgamation or reorganization of Brinco; 


(iii) the issuance of options, rights or warrants to holders of Brinco Common Shares entitling 
such holders to acquire Additional Equity Shares (as defined on page A-5 in Part B of the 
Appendix) at less than the prevailing Market Price (as defined on page A-6 in Part B of the 
Appendix) of the Brinco Common Shares; 


(iv) the issuance of securities convertible into Brinco Common Shares at a price per share less 
than the prevailing Market Price of the Brinco Common Shares; 


(v) the issuance of Additional Equity Shares at a price per share less than the prevailing Mar- 
ket Price of the Brinco Common Shares; 


(vi) the distribution to the holders of Brinco Common Shares of any other shares or of options, 
rights or warrants (other than those referred to in (iii) above) or of evidences of indebted- 
ness or of assets (excluding cash dividends or distributions); or 


(vii) any re-classification or other change in the Brinco Common Shares. 


No certificate for a fraction of a Brinco Common Share shall be issued on conversion but in lieu 
thereof Brinco will make a cash payment. 


In the event that Brinco intends to fix a record date for any action referred to in items (i) (other 
than the subdivision of outstanding Brinco Common Shares into a greater number of shares or the 
consolidation of outstanding Brinco Common Shares into a smaller number of shares), (ii), (iv) or 
(vi) above, Brinco will give notice thereof to the holders of Brinco Preferred Shares Series A not 
less than 21 days prior to the applicable record date setting forth such particulars of such event as 
shall have been determined at the date such notice is given. 


No adjustment in the conversion price will be required unless the cumulative effect of such 
adjustment or adjustments would reduce the conversion price by at least 1%. 


Upon conversion of any Brinco Preferred Shares Series A, Brinco shall make no payment or 
adjustment on account of any accrued and unpaid dividends on the Brinco Preferred Shares Series 
A or on account of any dividends on the Brinco Common Shares issuable on such conversions. 


Retraction Privilege. Brinco shall once, during the 160 day period ending on the Retraction Date 
(unless all the Brinco Preferred Shares Series A shall have theretofore been converted, redeemed or 
otherwise retired) invite tenders from all the holders of Brinco Preferred Shares Series A for the 
redemption of all such shares by Brinco at a price equal to $5.50 per share plus accrued and unpaid 
cumulative preferential dividends and, subject as hereinafter stated, shall accept all such tenders 
received by it during a period of at least 90 days from the date such invitation is mailed (which 
period shall not expire in any event before the 30th day after the Retraction Date) and give written 
notice to each holder of a Brinco Preferred Share Series A making such a tender reasonably 
promptly after the receipt of the same that it has been accepted by Brinco and that payment of the 
redemption price of the Brinco Preferred Shares Series A so tendered will be made upon surrender 
of the certificates therefor. 


Brinco shall only be obliged to redeem Brinco Preferred Shares Series A pursuant to the 
aforementioned retraction privilege if and so long as such redemption would not be contrary to any 
applicable law. If such redemption of all or any portion of the Brinco Preferred Shares Series A 
would be contrary to applicable law, Brinco shall only be obliged to redeem to the extent that the 
moneys applied thereto shall be such amount (rounded to the next lower multiple of $5,000), as 
would not be contrary to such law. In such case, Brinco shall redeem from each holder that number 
of whole Brinco Preferred Shares Series A that may be redeemed out of his pro rata share of the 
total redemption price available as aforesaid and shall issue and deliver to such holder a new share 
certificate representing Brinco Preferred Shares Series A not redeemed by Brinco. 
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If Brinco, in its invitation for tenders as aforesaid, gives notice of a maximum number of Brinco 
Preferred Shares Series A which it then believes it will be permitted to redeem if tendered, or fails 
to redeem all Brinco Preferred Shares Series A duly tendered in accordance with the aforemen- 
tioned retraction privilege, or any other retraction privilege as hereinafter described, the holders of 
the Brinco Preferred Shares Series A shall be entitled to a further retraction privilege for which the 
date of mailing by Brinco of invitations for tenders shall be such date after the time that Brinco is 
no longer prevented by provisions of applicable law from redeeming the lesser of (i) the Brinco 
Preferred Shares Series A then outstanding or (ii) 15,000 Brinco Preferred Shares Series A, as it is 
reasonably feasible for Brinco to make an invitation for tenders in this regard and the Retraction 
Date shall be the next succeeding date on which preferential dividends on the Brinco Preferred 
Shares Series A are payable, which date is not less than 80 days after such invitation date. 


Optional Redemption. The Brinco Preferred Shares Series A will not be redeemable on or 
before the last day of the 30th month from the Amalgamation but will be redeemable thereafter at 
the option of Brinco but only in the event that the trading price (as defined on page A-14 in Part B of 
the Appendix) of the Brinco Common Shares on the date on which the notice of redemption is 
given is not less than 150% of the Equivalent Conversion Price then in effect. Subject to the 
foregoing and to the provisions described below under the heading “Restrictions on the Payment of 
Dividends and Retirement of Shares” the Brinco Preferred Shares Series A will be redeemable on 
not less than 30 days’ notice at a redemption price of $5.50 per share plus any accrued and unpaid 
dividends. 


Mandatory Redemption. \n the event that the Market Price (as defined on page A-6 in Part B of 
the Appendix) of the Brinco Preferred Shares Series A calculated as at the last day of any fiscal year 
of Brinco is less than the par value thereof, Brinco shall redeem, within 30 days of such fiscal year 
end, pro rata from the holders of Brinco Preferred Shares Series A an amount equal to 5% of the 
aggregate par value of the Original Outstanding Preferred Shares Series A (as defined on page A-14 
in Part B of the Appendix) on payment for each share to be so redeemed of $5.50 plus any 
accrued and unpaid dividends. 


Brinco shall only be obliged to redeem Brinco Preferred Shares Series A under the foregoing 
provisions if and so long as such redemption would not be contrary to applicable law. 


Restoration to Class on Redemption or Conversion. Brinco Preferred Shares Series A which are 
redeemed or converted will revert to the status of authorized but unissued Brinco Preferred Shares 
not included in any series. 


Restrictions on Payment of Dividends and Retirement of Shares. So long as any of the Brinco 
Preferred Shares Series A are outstanding, Brinco shall not, without the prior approval of the 
holders of such shares: 


(i) pay any dividend (other than stock dividends payable in shares ranking junior to the Brinco 
Preferred Shares Series A in all respects) or make any other distribution on the Brinco 
Common Shares or any other shares ranking junior to the Brinco Preferred Shares 
Series A, 


(ii) retire any Brinco Common Shares or any other shares ranking on a parity with or junior to 
the Brinco Preferred Shares Series A (except out of the proceeds of an issue of shares 
ranking junior to the Brinco Preferred Shares Series A), or 


(iii) call for redemption, otherwise than pursuant to the Retraction Privilege described under the 
heading “Retraction Privilege’’ on page 58 or to the provisions described under the 
heading “Mandatory Redemption’’ above, less than all the Brinco Preferred Shares 
Series A then outstanding, 


unless, in each case, all dividends up to and including the dividend payable for the last completed 
period for which such dividends shall be payable on the Brinco Preferred Shares Series A then out- 
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standing shall have been declared and paid at the date of such action. 


Restrictions on Creation and Issue of Equal or Prior Ranking Shares. So \ong as any of the Brinco 
Preferred Shares Series A are outstanding, Brinco shall not issue any other Preferred Shares or 
any share of any other class ranking in any respect prior to or on a parity with the Brinco Preferred 
Shares Series A unless: 


(i) Adjusted Consolidated Net Earnings Available for Dividends (as defined on page A-5 in Part 
B of the Appendix) for any 12 consecutive months of the 18 calendar months immediately 
preceding the date of issue of such shares shall have been at least equal to two times the 
annual dividend requirements on all Brinco Preferred Shares and other shares of Brinco 
ranking in priority to or on a parity with the Brinco Preferred Shares Series A to be out- 
standing immediately after such issue; and 


(ii) Shareholders’ Equity (as defined on page A-6 in Part B of the Appendix), as at a date not 
more than 180 days prior to such issue, shall be at least equal to one and one-half times 
the aggregate par value of all Brinco Preferred Shares and other shares of Brinco ranking in 
priority to or on a parity with the Brinco Preferred Shares Series A to be outstanding 
immediately after such issue. 


In determining ‘Adjusted Consolidated Net Earnings Available for Dividends” for the purpose 
of the test set forth above, in certain circumstances there may be included net earnings or net 
losses (during the relevant period) of property or shares, the cost of which to Brinco is to be paid or 
reimbursed out of the proceeds of the proposed issue. 


Voting Rights. The holders of Brinco Preferred Shares Series A shall be entitled to receive 
notice of, and to attend and, either in person or by proxy, vote (on the basis of that number of 
votes for each Brinco Preferred Share Series A equal to the conversion basis then in effect) at all 
meetings of the shareholders of Brinco other than separate meetings of the holders of shares of 
another series or class of shares of Brinco. 


Election of Directors. Holders of Brinco Preferred Shares Series A shall be entitled, voting sepa- 
rately and exclusively as a class for so long as at least 10% of the Original Outstanding Preferred 
Shares Series A remain outstanding, to elect two directors of the total number of the directors of 
Brinco. In respect of the method of the initial election of the two directors of Brinco to represent the 
holders of Brinco Preferred Shares Series A, reference is made to the heading ‘‘The Merged Com- 
pany — Arrangements with Conuco Management” on page 64. 


Modification and Consent. The provisions attaching to the Brinco Preferred Shares Series A 
may be modified, amended or varied only with the sanction of, and any consent permitted or 
required to be given by holders thereof may be given by the holders of the Brinco Preferred Shares 
Series A. Any such sanction or consent to be given by the holders of the Brinco Preferred Shares 
Series A may be given by the affirmative vote of the holders of not less than 66 2/3% of the Brinco 
Preferred Shares Series A at a meeting or adjourned meeting of such holders called and held for 
that purpose in the manner provided for in the provisions attaching to the Brinco Preferred Shares, 
as a Class. 


Brinco Preferred Shares Series B Series Provisions 


The Brinco Preferred Shares Series B will, in addition to the terms and conditions relating to 
the Brinco Preferred Shares as a class, have attached thereto as a series the terms and conditions 
which are summarized below. 


Conversion Privilege. The Brinco Preferred Shares Series B will be convertible at any time up to 
but not after the close of business on the Termination Date (being the first anniversary of the 
Amalgamation and more fully defined on page A-24 in Part C of the Appendix) into fully paid and 
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non-assessable Brinco Common Shares on the basis of 0.55 of a Brinco Common Share for each 
Brinco Preferred Share Series B. 


No certificate for a fraction of a Brinco Common Share shall be issued on conversion but in lieu 
thereof Brinco will make a cash payment. 


The conversion basis shall be subject to adjustment upon the occurrence of the same events as 
will give rise to an adjustment in the conversion basis of the Brinco Preferred Shares Series A as 
described under the heading ‘‘Brinco Preferred Shares Series A — Conversion Privilege’’ on 
page 5/7. 


In the event that Brinco intends to fix a record date for any action referred to in the second para- 
graph under the heading ‘Conversion Privilege’”’ on page 57, Brinco shall give notice thereof to the 
holders of the Brinco Preferred Shares Series B in the same manner as is specified in the case of 
the Brinco Preferred Shares Series A. 


No adjustment in the conversion price will be required unless the cumulative effect of such 
adjustment or adjustments would reduce the conversion price by at least 1%. 


Upon conversion of any Brinco Preferred Shares Series B Brinco shall make no payment or 
adjustment on account of any dividends on the Brinco Common Shares issuable on such conver- 
sions. 


Retraction at Option of Holder and Deemed Conversion. A holder of Brinco Preferred Shares 
Series B shall be entitled until the close of business on the Termination Date to require Brinco to 
redeem all or any of the Brinco Preferred Shares Series B registered in his name at a redemption 
price per share equal to $5.50 on the 30th day after receipt by Brinco from such holder of the share 
certificate representing the Brinco Preferred Shares Series B which such holder desires to have 
redeemed. 


Brinco shall only be obliged to redeem Brinco Preferred Shares Series B under the foregoing 
provisions if and so long as such redemption would not be contrary to any applicable law. 


In the event a holder of Brinco Preferred Shares Series B does not tender his Brinco Preferred 
Shares Series B for redemption as aforesaid by the close of business on the Termination Date, or, if 
having so tendered, it would be contrary to any applicable law for Brinco to redeem his Brinco 
Preferred Shares Series B so tendered, such Brinco Preferred Shares Series B shall be deemed to 
have been automatically converted as at such time into Brinco Common Shares on the conversion 
basis then in effect. 


Any Brinco Preferred Shares Series B which are redeemed or converted as provided for above 
shall be restored to the status of authorized but unissued Brinco Preferred Shares not included in 
any series of Brinco Preferred Shares. 


Restrictions on Creation and Issue of Equal or Prior Ranking Shares. So long as any of the Brinco 
Preferred Shares Series B are outstanding, Brinco shall not issue any other Brinco Preferred Share or 
any share of any other class ranking in any respect prior to or on a parity with the Brinco Preferred 
Shares Series B unless Shareholders’ Equity (as defined on page A-19 in Part C of the Appendix) as at 
a date not more than 180 days prior to such issue, shall be at least equal to one and one-half times 
the aggregate par value of all Brinco Preferred Shares and other shares of Brinco ranking in priority 
to or on a parity with the Brinco Preferred Shares Series B to be outstanding immediately after such 
issue; provided that any of such shares which have been duly called for redemption and for the 
redemption of which adequate provision has been made assuring that such shares shall be 
redeemed within 35 days thereafter shall be considered to have been redeemed for the foregoing 
purposes. 


No Dividends. The Brinco Preferred Shares Series B shall not bear dividends. 
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Voting Rights. The holders of Brinco Preferred Shares Series B shall be entitled to receive notice 
of, and to attend and, either in person or by proxy, vote (on the basis of that number of votes for each 
Brinco Preferred Share Series B equal to the conversion basis then in effect) at all meetings of the 
shareholders of Brinco other than separate meetings of the holders of shares of another series or 
class of shares of Brinco. 


Modification and Consent. The provisions attaching to the Brinco Preferred Shares Series B 
may be modified, amended or varied only with the sanction of, and any consent permitted or 
rquired to be given by holders thereof may be given by, the holders of the Brinco Preferred Shares 
Series B. Any such sanction or consent to be given by the holders of the Brinco Preferred Shares 
Series B may be given by the affirmative vote of not less than 66 2/3% of the Brinco Preferred 
Shares Series B at a meeting or adjourned meeting of such holders called and held for that purpose 
in accordance with the provisions of the Brinco Preferred Shares, as a class. 


Brinco Common Shares 


The holders of Brinco Common Shares will be entitled to dividends when and as declared by 
the board of directors of Brinco, subject to the prior rights of the Brinco Preferred Shares Series A. 
Upon liquidation, dissolution or other general distribution of assets of Brinco, after payment of all 
debts and liabilities and after all required payments to the holders of Brinco Preferred Shares Series 
A and Brinco Preferred Shares Series B, the holders of Brinco Common Shares will be entitled to 
share equally and rateably in the balance of any assets of Brinco. 


Each holder of Brinco Common Shares will be entitled to one vote for each share held at all 
meetings of shareholders of Brinco (other than meetings at which only another class or series of 
shares is entitled to vote). 


Stock Exchange Listings 


Brinco Common Shares currently outstanding are listed on the Montreal Stock Exchange and 
on The Toronto Stock Exchange. Brinco intends to apply to the Alberta Stock Exchange to list the 
presently outstanding Brinco Common Shares and to apply to each of the Alberta, Toronto and 


Montreal Stock Exchanges for the listings of the Brinco Preferred Shares Series A and the addition- 
al Brinco Common Shares required to effect the Merger and to provide for conversions of the 
Brinco Preferred Shares Series A and Brinco Preferred Shares Series B. 


Transfer Agents and Registrars 


The Royal Trust Company at its principal office in each of the cities of St. John’s, Montreal, 
Toronto and Calgary, is the transfer agent and registrar for the Brinco Common Shares. Guaranty 
Trust Company of Canada, at its principal office in each of the cities of St. John’s, Montreal, 
Toronto and Calgary will be the transfer agent and registrar for the Brinco Preferred Shares Series 
A and Brinco Preferred Shares Series B. 
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Vi. THE MERGED COMPANY 


Pro-Forma Consolidated Capitalization (Unaudited) (') 


Outstanding July 
31, 1979 after 


Outstanding giving effect to 
Authorized July 31, 1979 the Merger 
Long-term Debt (2) 
Bank lOanSi scree hs ke $s cece -- $ 9,285,000 
Notes payable .................. — $ 4,220,000 
Othenloanss Race, a etesee oo $ 2,665,000 
Minority Interest in 
Subsidiary Companies ............ $ 3,325,000 $ 3,325,000 
Capital Stock: 
preferred shares with a 
par value of $5.50 each 
issuable in series ............... 10,000,000 shares 
7% cumulative convertible 
redeemable retractable 
preferred shares series A.... 2,250,000 shares — $11,819,000 
(2,148,928 shares) (3) 
_convertible retractable 
preferred shares series B.... 2,150,000 shares — $11,819,000 
(2,148,928 shares) (3) 


common shares without 
nominal or par value (4)......... 35,000,000 shares $40,994,000 $56,305,000 
(14,673,518 shares) (16,822,446 shares) 


NOTES: 
(1) This table shows the consolidated capitalization of Brinco and subsidiaries as at July 31, 1979 and the pro-forma 
consolidated capitalization of the Merged Company as at July 31, 1979 after giving effect to the proposed Merger. 


(2) The bank loans are secured by a first floating charge and assignments under Section 82 of the Bank Act of certain oil and 
gas properties, and bear interest at the prime rate plus one per cent. Although the bank loans are payable on demand, 
under the agreed terms of repayment no principal payments are due until January 1981. 


The notes payable are 5.4% debentures payable August 1, 1982 with interest payable semi-annually. The debentures are 
secured by a second floating charge on certain oil and gas properties and are subordinate to the bank loans. 


The other loans are non-interest bearing advances which Brinco intends to replace with additional long-term bank loans 
subject to the same conditions as the existing bank loans. 


Issued at par value of $5.50 each. 


Authorized: 35,000,000 common shares of which 9,973,067 have been deemed by legislation of the Province of 
Newfoundland to be a separate class of shares designated as Class A Shares. 

Issued_and: fully. paidat July'31,) 1979 «sc: cteracccitatrecs e mseke oho pk a cele ee OR RE a it oe ea eee een 24,646,585 
Less held in:treasury as Class A shares. 0c aso: «cine oe teing elves a mya sis ate ietalean ee orn ia) Soe fe eters 6 ote cre oj sestiatale eiere uae 9,973,067 
Outstanding at July SUV 97 Oe wre icin pe crorrevote acale ek ori apete ce aR ere eric EL Noreen em er eet cia icte crcete een eet eC 14,673,518 


(3 
(4 


—_ — 
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Directors and Officers 


The Merged Company will have a board of 12 directors. The provisions attaching to the Brinco 
Preferred Shares Series A entitle the holders thereof to elect, as a class, two members of the board 
of directors of Brinco for so long as at least 10% of such shares originally issued remain outstand- 
ing. The board of directors of the Merged Company will consist of the 10 directors of Brinco at the 
date hereof (listed as directors under the heading “Brinco — Directors and Officers’’ on page 49) 
and the following two persons: 


Occupation and 


Name Present Position Place of Residence 

Clifford Alan Smith Executive, Director Calgary, Alberta 
and President, 
Conuco 

George Howard Plewes Executive, Director, Rancho Mirage, California 
Conuco 


In accordance with the provisions of the Merger and Amalgamation Agreement, Messrs. Smith 
and Plewes will represent the holders of Brinco Preferred Shares Series A on the board of directors 
of the Merged Company until the next annual meeting of shareholders or until their successors are 
elected or appointed. It is anticipated that their appointment to the board of directors of Brinco will 
occur upon the Amalgamation. 


The executive officers of the Merged Company will be, in addition to the executive officers of 
Brinco listed as officers under the heading “‘Brinco — Directors and Officers’’ on page 49, the follow- 
ing: 


C. Alan Smith Vice-President, Oil and Gas 
Thomas N. Dirks Manager of Operations, Oil and Gas 
James R. Kassube Manager of Exploration, Oil and Gas 


Arrangements with Conuco Management 


In order to maintain for the benefit of the Merged Company the existing quality of management 
of Conuco’s oil and gas operations, Brinco has entered into management agreements made as of 
June 13, 1979 with C.A. Smith Resources Ltd., Sage Holdings Ltd. and Sperry Exploration Ltd., 
(companies controlled by Mr. C. Alan Smith, Mr. Thomas N. Dirks and Mr. James R. Kassube, 
respectively, all directors and senior officers of Conuco) providing for the personal services of 
Messrs. Smith, Dirks and Kassube, respectively. The management agreements provide that Messrs. 
Smith, Dirks and Kassube will be appointed to the offices of Brinco referred to above. The man- 
agement fees payable pursuant to such agreements are commensurate with current standards in 
the oil and gas industry in Canada. 


Stock Options 


Brinco has entered into agreements with five employees of Conuco who currently hold options 
to acquire 148,000 unissued Conuco Common Shares pursuant to which such employees have 
agreed to terminate such options upon the Amalgamation. In consideration of such termination 
Brinco has agreed to grant options to each such employee to acquire unissued Brinco Shares on 
the basis of one Brinco Common Share and two Brinco Preferred Shares Series A for every three 
Conuco Common Shares with respect to which such options have not been exercised prior to the 
Amalgamation. 
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Pro-Forma Asset Coverage 


Based on the unaudited pro-forma consolidated balance sheet of the Merged Company as at 
May 31, 1979, pro-forma consolidated net assets of the Merged Company are as follows: 


Currént‘assets©. | SVOeee. VF 7 22009 AW VS Get Capi ee oO eee $ 47,444,000 
Investments’. . 22700734 GUS, SS vy CR ES) 5 A Ys Ae Oe Le: 10,482,000 
Resource projects 2. fsa: ec Sava 0500 wake tare eee ene ee 80,011,000 
Other ASSETS ss. See ew we a Ses eet ge cee 1,207,000 
139,144,000 

Less: Current. ltabilitieS =... 6. oc os hee eee ee ee $ 4,847,000 

Long term debto:Ua. .UeGia,...0 2.) 2. eee ee 15,958,000 

Deferred’ income taxes: ....:..06.4.¢s.4 4500055 oe 2,755,000 
Minority interest in subsidiary companies ........... 3,337,000 ___ 26,897,000 
Pro-Forma:Consolidated .Net.Assets.. ....... ... oh. cpeelth ane eee $112,247,000 


The above pro-forma consolidated net assets of the Merged Company are equivalent to 4.75 
times the aggregate stated value of the 2,148,928 Brinco Preferred Shares Series A and the 
2,148,928 Brinco Preferred Shares Series B. 


Pro-Forma Dividend Coverage 


The maximum annual dividend requirements on the Brinco Preferred Shares Series A will 
amount. to approximately $827,000. While the unaudited pro-forma combined net loss of the 
Merged Company for the year ended March 31, 1979 was $350,000, the pro-forma consolidated 
retained earnings as at May 31, 1979 are 39.1 times the annual dividend requirements. The pro- 
forma consolidated working capital as at May 31, 1979 was $42,597,000 which includes cash and 
short term investments of $41,272,000. 


Auditors 


The auditors of the Merged Company will be Peat, Marwick, Mitchell & Co., who are now the 
auditors of both Brinco and Conuco. 


65 


Brinco 


Vil. FINANCIAL INFORMATION 
INDEX 


PRUFCTEORS BER CDOT pth eat er ole ce ola anc poe eee pere react eateries we esohoraann niet 


Consolidated Balance Sheets 


Consolidated Statements of Earnings and Retained Earnings ............. 
Consolidated Statements of Changes in Financial Position ............... 


Notes 


Conuco 


PRUCHROUS MING DOILSRe ten te ters ce os sco hing mabe GM ering es mate og 
COnsonGated DalalCe SNCS). ae ee ure ein ie cee en eee ste eda m eels 
Consolidated Statements of Earnings and Retained Earnings ............. 
Consolidated Statements of Changes in Financial Position ............... 


Notes 


Caballero 


Accountants’ Comments 
Balance Sheet 
Notes 


91639 


Accountants’ Comments 
Balance Sheet 
Notes 


The Merged Company 


Pro-Forma Combined and Consolidated Balance Sheet................... 
Pro-Forma Combined Statements of Retained Earnings .................. 
Pro-Forma Combined Statements of Earnings .............. 0.0 cece eevee 
Pro-Forma Combined Statements of Changes in Financial Position ....... 


Notes 


Ce a ey 


66 


BRINCO LIMITED AND SUBSIDIARIES 


AUDITORS’ REPORT 


To the Directors, 
Brinco Limited: 


We have examined the consolidated balance sheet of Brinco Limited as at December 31, 1978 
and the consolidated statements of earnings and retained earnings and changes in financial posi- 
tion for the five years then ended. Our examination was made in accordance with generally 
accepted auditing standards and accordingly included such tests and other procedures as we con- 
sidered necessary in the circumstances. 


In our Opinion, these consolidated financial statements present fairly the financial position of 
the company as at December 31, 1978 and the results of its operations and the changes in its finan- 
cial position for the five years then ended in accordance with generally accepted accounting princi- 
ples applied on a consistent basis. 


Mississauga, Canada “Peat, Marwick, Mitchell & Co.” 
March 1, 1979 Chartered Accountants 
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BRINCO LIMITED AND SUBSIDIARIES 


CONSOLIDATED BALANCE SHEETS 


($000’s) 
May 31, 1979 
ASSETS (Unaudited) 
Current assets: 
Cash and short-term investments................... $43,406 
PCC rintClastae teeter ante es oe bike ee! 1,334 
Bec Otiits TOCCIVAD Cin os cache ee i oad a legs 4 sew Bs 824 
Supplies and prepaid expenses .................... 119 
SEAL CULLOM ASS CCS oraretatere: terres Ptia-c Rites ates saya i 45,683 
Investments: 
Coseka Resources Limited — at equity (note 2)...... 10,464 
SEP VOUT O 5 Nie ia oe oy one Ny cpa oe Roa Se IRs on oe AA 235 
MGtAMINVEStINEMIS =: sce Cr ees cack ee eee ene 10,699 
Long term: advances: (note 4) ... 0... cree ew eee eee 564 
Bere ASOT SO MOLE TO) 1 erate ere ak croreutnk apenas 3 515 
Expenditures on projects (note 6): 
PREP MIETS OSLO Sts fn sr re er 13,395 
er FECOMPCPORUNT a niece oo se res cere: cin titi ae 8,812 
LOU SIEYe 2 gate alte ee ee pease sara ie prea seat abs teregoe aeeaceaaeeen e 126 
Total expenditures on projects ............... ZZ O35 
$79,794 
LIABILITIES AND SHAREHOLDERS’ EQUITY 
Current liabilities: 
Accounts payable and accrued liabilities ............ S734 


ET OMTURTUGcACN : eerau<. a, appre. = Cuceek Gao RRR Be ene 5 co ues 990 


otal: current liabilities. 6 ». 66.88. 2 SURE... 1,724 
DEICHLEd INCOME iTaXOS ay Wis fo costes sane me en iE, intone 1,436 
Minority interest in subsidiary company .............. Boor 
Sharenoiders .equity>(note 7): va. =. Ee TE. oe 73,297 

$79,794 


On behalf of the Board: 


“H.R. Snyder”, 
“R. B. Dale-Harris’’, Director 


Director 


See accompanying notes. 
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May 31, 1978 


(Unaudited) 


$45,621 
930 
1,060 
273 


47,884 


9,785 
165 


9,950 


435 
528 


135217 
6,858 
101 


20,176 
$78,973 


pSommec ta] 
645 


1,040 
1,303 
3,410 
73,220 
$78,973 


December 31, 
1978 


$44,514 
1,002 
580 

156 


46,252 


10,079 
15 


10,094 


072 
512 


13,356 
8,171 
122 


21,649 
$79,079 


$ 620 
875 


1,495 
1,436 
3,374 
12,774 
$79,079 


BRINCO LIMITED AND SUBSIDIARIES 


CONSOLIDATED STATEMENTS OF EARNINGS AND RETAINED EARNINGS 


Income: 
Income from short-term investments ................... 
Income from debentures of Coseka Resources Limited 
(MOTE ZF erect mete tes tees, cere are are tite aE See R CRO RRR oR AN 
Equity in net income of Churchill Falls (Labrador) 
Cornporationseimited! (notes). ae eee eee eee 


Expenses: 

AAMINIStKFAlIVe =e: oie ee ec ae Co ero ee ce SR Ee 

Depreciation andiamontizationr eee eee ee eee 

Interestion-bank loan so asencee ee coc tee or ociee ears 

Exploration expenditures and other costs related to 
natural resources:—. net 7c. cose ayes Pee becca re 

Provision for loss in value of investments (note 3) ....... 

Project expenditures written off ...................-00e- 


Earnings (loss) before items set out separately below...... 
INCONNE Taxes. soc sca stes cae: rovers i ciate ta ese Res ee OR kt none 


Equity in net income of Coseka Resources Limited (note 2). 


Extraordinary items: 
Reduction in income taxes (note 11) .................08- 
Increase in book value of investment in Coseka 
Resources Limiteda(note:2)a arcane eecie 
Gain on sale of shares of Churchill Falls (Labrador) 
Corporation Fimitedi(noteS) a raeriieel eeieeeraee 


Minority interest in loss of subsidiary ..................... 
Net earnings loss). i2..52 cc ce ee eee ee 
Retained earnings at beginning of period ................. 


Less: Dividend: paiditas..svatcsarea se teresa ca hee 
Transfer of retained earnings to paid up capital 
(MOTE. 7))Rrheemies cxc kere ccc Tenn vei nereiaieee 


Retained earnings at end of period ....................... 


Earnings per share (note 9) 
Earnings (loss) per share before extraordinary items..... 


($000’s) 
Five Months 
Ended 
May 31 Year Ended December 31 
1979 1978 1978 1977 1976 1975 1974 
(Unaudited) 
$ 1,890 $ 1,438 $ 3,812 $ 3,771 $5,181 $ 4,498 $ 7,759 
— ~- _ 179 361 400 248 
— — — — — — 5,166 
1,890 1,438 3,812 3,950 5,542 4,898 13,173 
1,182 637 1,597 2,645 1,788 1,840 4,434 
68 47 120 166 135 109 81 
45 20 65 31 14 — _- 
558 609 2,466 2,036 2,297 2,942 2,532 
— — 150 -- 128 897 _— 
ae ae = — 284 1,390 435 
1,853 eile: 4,398 4,878 4,643 7,178 7,482 
37 125 (586) (928) 899 (2,280) 5,691 
142 95 185 30 767 172 1,191 
(105) 30 (771) (958) 132 (2,452) 4,500 
385 506 799 200 — _ — 
280 536 28 (758) 132 (2,452) 4,500 
142 44 —_— 30 257 172 450 
a 1,576 1,576 _ — — — 
— — — = — 87,148 
422 2,156 1,604 (728) 389 (2,280) 92,098 
37 22 58 47 66 49 56 
459 2,178 1,662 (681) 455 (2,231) 92,154 
31,862 65,600 65,600 66,281 65,826 68,057 5,434 
32,321 67,778 67,262 65,600 66,281 65,826 97,588 
== a a _ — a 29,531 
— _ 35,400 — — a — 
$32,321 $67,778 $31,862 $65,600 $66,281 $65,826 $68,057 
2.2¢ 3.8¢ .6d (4.9¢) 1.4¢ (16.3¢) 19.6¢ 
3.1¢ 14.9¢ 11.3¢ (4.7¢) 3.1¢ (15.1¢) 397.3¢ 


Net earnings (loss) per share: 22.00/22. accs. ieee honda 


See accompanying notes. 
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BRINCO LIMITED AND SUBSIDIARIES 


CONSOLIDATED STATEMENTS OF CHANGES IN FINANCIAL POSITION 


($000's) 
Five Months 
Ended 
May 31 Year Ended December 31 
1979 1978 1978 1977 1976 1975 1974 
Source of Funds: (Unaudited) 
Earnings (loss) before equity in net income of Coseka 
Resources Limited, extraordinary items and minority 
interest in loss of subsidiary...............0ceeeee eee $ (105)$ 30 $ — §$ — $ 132 $(2,452) $ 4,500 
Items not affecting working capital during the period: 
Depreciation and amortization .......... 0.000 cece eee ees 68 47 —— — 135 109 81 
DEfenredsinCOMe taxes eic6 aid © see na le ate ee sclecd aieeicls 142 95 _ _— 767 172 1,191 
Provision for loss in value of investments ............... nome _ a _ 128 897 —_— 
Project expenditures written Off ..............0 cece eees = — — — 284 1,390 435 
CUNT» 2-5 ns Sm cS ORS Bre OEE oT OD ISRO Cara meine Ace ease a ri ae —_ 13 _ — a = —_ 
Equity in net income of Churchill Falls (Labrador) 
Corporation PimMteds aie cr a. wits oreo eran Gee yaeee — — — == — —_ (5,166) 
Funds provided from operations................5. 105 185 _ aa 1,446 116 1,041 
Net proceeds from sale of shares of Churchill Falls 
(Labrador) Corporation Limited (note 8) ................. — — — a — — 159,000 
Reduction in long term advances ................eeeeeeees 8 3 = == == == = 
Proceeds from sale of investments ..............00.00008 — — 39 ya — — 
Proceeds from issue of common shares...............00:: 64 — 68 — — — __ 1,308 
MotalghUNnGSs PrOVIGEG nach. tei icin ateniceieidisicciey = 177 188 68 39 1,658 116 161,349 
Use of funds: 
Loss before equity in net income of Coseka Resources 
Limited, extraordinary items and minority interest 
IBLOSSEOMSUDSIGIARYamcrces, Vateses iseeueye istercus 10 s.chcieusy casas tiene rele — = 771 958 — —_ —_ 
Items not affecting working capital during the period: 
Depreciation and amortization ............. 0.0 c eee eee — — 120 166 — — _ 
Provision for loss in value of investments ............... — _— 150 — — — —_— 
Loss on disposal of fixed asstes ................ cece eee — — — 111 — — —_ 
Deferred“incometaxes:.2. 2 SAS Oe, ee — — 185 30 — — — 
OLN OTe ee ee Se es oc eee Oe ne a ene ome — — 9 5 _— — — 
Funds used in operations ................ eee eeee — — 307 646 —s oat: za 
Project expenditures: 
AbDItibIFaSDEStOS74"~.. cro telnet lan | ote ties curio ree 39 43 182 154 519 1,395 1,406 
PabradOmuUrantumnits anu cancel o hcrie staves gece eee eases 641 287 1,600 3,477 3,094 — — 
Other, Fone. SRG ae Ne At, Se AR Sree eine tates 4 5 22 71 25 245 500 
Fixediiassets: = inet as. ar See ee ee ae 71 58 115 346 166 96 473 
Investment in shares and debentures of Coseka Resources 
Limited See Pers. 25, CEPI Sh, OOS FIsvOM Pee, — —- — 383 15 — 3,500 
Investments in common shares of other companies ....... 220 — — — — 6 1,227 
Pong ternradvances’™ . O22 Fm SIP Oe I == = 134 438 
Purchase of Brinco common shares (note 7)............... — — — _ — 5,890 64,620 
Investment in Abitibi Asbestos Mining Company .......... ot = os =— — — 2,838 
Dividend*Daid yeeros we fetes oe eee melee Tete inne Sto ale — = = = = — 29,531 
Totalefumads uSeGhes: meccne etic oes cme: 975 393 2,360 5,515 3,819 7,632 104,095 
Increase (decrease) in working capital..................... (798) (205) (2,292) (5,476) (2,161) (7,516) 57,254 
Working capital at beginning of period.................... 44,757 47,049 47,049 52,525 54,686 62,202 4,948 
Working capital at end of period................... ee eae $43,959 $46,844 $44,757 $47,049 $52,525 $54,686 $ 62,202 


See accompanying notes. 
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BRINCO LIMITED AND SUBSIDIARIES 


NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 


(Information at any date subsequent to December 31, 1978 and for the five months ended May 31, 1979 and 1978 is 
unaudited) 


. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: 
The financial statements have been prepared following accounting principles generally accepted in Canada. 


The principal accounting policies of the Company and its subsidiaires are summarized hereunder. 


Basis of Consolidation: 


The consolidated financial statements include the accounts of the Company and all its subsidiary companies. The active 
subsidiaries and the Company's ownership therein are as follows: 


Ownership 
British Newfoundland’Exploration' Limited (“Brinexe) 1. semsss =. nereciers ce sieteteretene teense eles cine eenerenet 100% 
Union ‘Holdings. Incorporated)... oe. «sticks os ees ce are one Sn SIG alarm PINE PE IONE IT meee eae eee 100% 
Abitibi Asbestos Mining Company Limited (“Abitibi”) 7... ascs.2. cman 2s cemeee so see cacis ee weeds en eyens 60% 


Investments in Other Companies: 


Investments in other companies are carried at cost, less amounts written off where appropriate, until such time as the 
holdings are deemed to enable the Company to exercise significant influence whereupon the equity method of 
accounting for the investment is adopted. 


Exploration and Project Expenditures: 


Exploration expenditures and costs related to the investigation of possible investments in natural resources are charged 
to income as incurred, net of recoveries from joint venture partners. Project expenditures, net of recoveries from 
partners, are carried forward as assets so long as the projects are considered to be of value. The costs of such projects 
are written off in the event of abandonment or are subject to depreciation and amortization when the projects are put 
into operation. 


Depreciation and Amortization: 


Depreciation of fixed assets and leasehold improvements is provided generally on the straight line basis over the esti- 
mated service lives of the assets or terms of the leases. The costs of fixed assets retired or otherwise disposed of and 
the related accumulated depreciation are removed from the accounts and the resulting gain or loss reflected in income 
or project costs as appropriate. 


Income Taxes: 


Tax allocation procedures are followed, except that no recognition is given in the accounts to the possible future tax 
reduction which may be realized through the deduction in determining taxable income in future years of unclaimed 
amounts of depreciation, exploration and preproduction expenditures and losses available for carryforward. The reduc- 
tion in income taxes resulting from the application of such unclaimed deductions and losses carried forward is reflected 
as an extraordinary item in the years in which the tax reduction is realized. 


Foreign Exchange: 


Current assets and liabilities arising in currencies other than Canadian dollars are translated at exchange rates in effect 
at balance sheet dates; all other assets, liabilities, revenues and expenses are translated at rates in effect at dates of 
transactions. Any gain or loss on exchange resulting from conversion or translation of foreign currency balances is 
reflected in the consolidated statement of earnings. 


. INVESTMENT IN COSEKA RESOURCES LIMITED (““COSEKA”’): 


During 1973 the Company entered into an agreement with Coseka for the purchase of 727,273 common shares of 
Coseka and 8% convertible debentures Series ‘‘A” and Series ‘‘B’. During 1976 the Company converted the series ‘A’ 
debenture into 545,455 common shares of Coseka at $2.75 per share. 


In 1977, 126,254 shares were purchased at $2.75 each and the Company converted the Series ‘’B’’ debenture into 
1,166,667 common shares of Coseka at $3.00 per share thereby increasing its interest to more than 20.0% whereupon 
the equity method of accounting for the investment was adopted. The excess of cost of shares over equity in net assets 
of Coseka of $1,763,000 is being amortized over a forty-year period by charges against the Company’s share of Coseka’s 
net income. The amortization amounted to $20,000 to May 31, 1979, $20,000 to May 31, 1978 and $44,000 to December 
31, 1978. 


In February 1978, Coseka issued additional common shares to acquire a 100% interest in Taiga Resources Limited. As a 
result, the book value of Brinco’s share of the consolidated net assets of Coseka increased by $1,576,000 and this 
increase has been included in earnings as an extraordinary item. 


The Company has the right until 1982 to participate in any equity financing by Coseka. 
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3. OTHER INVESTMENTS: 


May 31, May 31, December 31, 
1979 1978 1978 
INVESTMENTS cat. COS Giieacte cries’ sccracetiacus tte ee Peta certain renanines $514,000 $294,000 $294,000 
ProvisionutOllossrim Value 45; soe kee ott sire cats Oman ae 279,000 129,000 279,000 
$235,000 $165,000 $ 15,000 
OUoted: Marketeval UC eee ahh dyno Aare x ery ae AE PN $222,000 $ 13,000 $ 18,000 


In 1975 the Company did not exercise certain options and rights in connection with certain of its investments and as a 
result, these investments were written down to estimated realizable value, based on the then prevailing quoted market 
price. 

4. LONG TERM ADVANCES: 
The advances are employee housing assistance loans including amounts due from officers amounting to $364,000 at 
May 1979, $156,000 at May 1978 and $299,000 at December 1978. 


5. FIXED ASSETS: 


May 31, May 31, December 31, 
1979 1978 1978 
Bulldings.and equipmient;cat-cOst Goss oo es so a es $1,010,000 $ 996,000 $ 972,000 
Eeaseholdiimprovementsial.COSst ..: 0.5.00. chews oscnc ne see ce ele 491,000 422,000 450,000 
1,501,000 1,418,000 1,422,000 
Accumulated depreciation and amortization .................... 990,000 894,000 914,000 
511,000 524,000 508,000 
LETVG), EXG CLO e cea en Hayaih 8.5.5 8 mca Bae ae ren enLP SE EME Reso TIA RE oer 4,000 4,000 4,000 


$ 515,000 $ 528,000 $ 512,000 


6. EXPENDITURES ON PROJECTS: 


Abitibi Asbestos 


Under the terms of an agreement entered into with Abitibi in 1972 and amended in 1973, the Company purchased 
800,000 shares of Abitibi for $500,000 in cash and a commitment to spend $1,500,000 on the construction of a pilot plant 
and related preproduction studies on the asbestos properties of Abitibi. The agreement, as amended, provided for con- 
version of expenditures by the Company in excess of the $1,500,000 into additional shares of Abitibi on the basis of one 
share for each $2.50 of such excess, or, under certain conditions, reimbursement in cash. By September 1974, through 
the conversion of such expenditures and direct purchases of common shares, the Company had increased its investment 
in Abitibi to 50.2% of the outstanding share capital and the accounts of Abitibi were consolidated with those of the 
Company as of that date. The purchase method was used in accounting for the business combination and the excess of 
cost of shares over equity in net assets acquired has been attributed to the Abitibi asbestos project. The agreement 
referred to above expired in 1976. 


Since that time, discussions have continued between Abitibi, the Province of Quebec and a major asbestos producer 
concerning their participation in the development of the asbestos deposit. Satisfactory commercial arrangements leading 
to such development and recovery of the project costs are dependent upon capital financing arrangements, asbestos 
market conditions, environmental considerations and general economic conditions. 


Labrador Uranium 
The expenditures on the Labrador Uranium project are net of recoveries from a partner. 


In August 1979 Brinco and Brinex entered into an agreement in principle with Edison Development Canada Inc. 
(“Edison”) and Edison’s parent company, Commonwealth Edison Company of Chicago (CE’’), whereby Edison will 
arrange financing of mine and mill construction at the Kitts and Michelin uranium deposits and CE will purchase up to 
18,000,000 pounds of uranium. 


Brinex has exercised an option to acquire the 40% interest of Urangesellschaft Canada Limited (“UG Canada”) in the 
joint venture covering portions of Brinex’s concession areas in Labrador, which include the Kitts and Michelin uranium 
deposits, and upon receipt of required approvals by governments and other regulatory authorities will transfer this 40% 
interest to Edison. Pending receipt of such approvals Brinex has entered into a trust agreement with SBC Financial 
Limited (‘SBC’), a subsidiary of Swiss Bank Corporation, under which SBC has agreed to advance $10,100,000 to 
acquire and hold UG Canada’s 40% interest. SBC is providing the funds at the prime rate charged from time to time 
by The Royal Bank of Canada. 


Should approval for the transfer of UG Canada’s interest to Edison not be forthcoming and should Brinex be unable to 
make other arrangements then Brinex will purchase UG Canada’s interest. 
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10. 


SHAREHOLDERS’ EQUITY 


December 
May 31, 1979 May 31, 1978 31, 1978 
Capital stock sc7pye sesenres ire re Cees ieee al tue tinal iran cee ee nena areas $111,486,000 $ 75,952,000 $111,422,000 
Retained earnings cass - i..0s aoa neeens sia a sane wee oem ole 32,321,000 67,778,000 31,862,000 
143,807,000 143,730,000 143,284,000 
Less cost of common shares purchased pursuant to 

the 1974 tender offer to shareholders .................-2.00es 70,510,000 70,510,000 70,510,000 
$ 73,297,000 $ 73,220,000 $ 72,774,000 

Common shares, without nominal or par value, authorized, issued and outstanding were: 
December 
May 31, 1979 May 31, 1978 31, 1978 
Authorized te) See. ek, PUR eee eee 35,000,000 35,000,000 35,000,000 
Issuedtand fully7paidn niaceet amet mee starts ome rie eee ne 24,642,585 24,609,485 24,626,585 
Less held in Treasury as Class A shares..............00ceceaees 9,973,067 9,973,067 9,973,067 


14,669,518 14,636,418 14,653,518 


Common shares were issued under stock option plans during the five years ended December 31, 1978 and the five 
months ended May 31, 1979 as follows: 
Number of 
common shares Amount Received 


Year ended December:31; 1974.43..." oe ey De ere 302,674 $1,308,000 
Vieamended December's 1 G7 Sis Bes wis ws koe whee a eee shee ere Per eg 17,100 68,000 
Bive-months.ended:May 31;, 1979) Seaaarc «.5.ci/s «2 cvsre sercacucyr ta eu Rac eran R Tee ror ese 16,000 64,000 

335,774 $1,440,000 


- 


During 1978, the 9,973,067 shares purchased pursuant to the 1974 tender offer to shareholders and held in treasury were 
deemed by legislation to be a separate class of shares designated as Class A shares. While these shares are held by or 
on behalf of Brinco Limited, no holder thereof is entitled to receive any payment or other distribution made in respect of 
the common shares of the Company. However, upon the sale of such Class A shares, they revert to their former status 
as common shares. 


To preserve the capital nature of its 1971 Capital Surplus on Hand ( as that term is presently defined in the Income Tax 
Act of Canada) the Company has transferred $35,400,000, representing almost all of its 1971 Capital Surplus on Hand, 
from retained earnings to the paid-up capital attributable to the Company’s issued common shares. 


Under the Company’s 1975 stock option plan, 200,000 common shares have been set aside for issuance. At December 
31, 1978, options were outstanding on 94,500 shares (including 73,500 to officers) at $4 and $7 per share exercisable 
until September 1, 1981 and August 31, 1983 respectively and 88,400 shares remained available for issue. 


At May 31, 1979, options were outstanding on 152,000 shares (including 112,500 to officers) at prices ranging from $4.00 
to $7.00 per share exercisable on certain dates until September 1, 1981 and February 26, 1984 and 14,900 shares 
remained available for issue. 


CHURCHILL FALLS (LABRADOR) CORPORATION LIMITED (“CHURCHILL FALLS”): 

On June 27, 1974, the Company sold to the Government of Newfoundland its interest in the share capital of Churchill 
Falls and Gull Island Power Company Limited together with its other Labrador water power rights and information and 
studies related thereto for $159 million cash after costs related to the sale. The Company recorded as income its equity 
in the net income of Churchill Falls for the period up to the date of sale. The sale resulted in a gain of $87,148,000. 


EARNINGS (LOSS) PER SHARE: 


The calculation of net earnings (loss) per share has been made using the weighted average number of common shares 
outstanding, less shares held in treasury, during the respective years. There would be no material dilution of net earn- 
ings per share if the outstanding options were exercised. 


COMMITMENTS: 


In 1953, the Government of Newfoundland and the Company entered into an agreement (the “Principal Agreement’) 
whereby the Company was granted options on extensive natural resource concessions within the Province of New- 
foundland. Under the terms of the Principal Agreement, as amended, the Company is obligated to pay the Government 
of Newfoundland an annual rental equal to 8% of the Consolidated net profits before income taxes (as defined) of the 
Company and its subsidiary companies resulting from the operations of the concessions and rights retained under the 
Principal Agreement. 


The Company leases office accommodation which requires annual rental payments of $177,000 to 1982 and $195,000 to 
1987. 
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INCOME TAXES: 


For income tax purposes, the Company and its subsidiaries claim as deductions, depreciation and exploration and 
development expenditures sufficient to offset income which would otherwise be taxable. As at December 31, 1978 
depreciation and amounts written off since the commencement of operations exceed allowances claimed for tax pur- 
poses by $15,400,000. Also, the Company and its subsidiaries have unclaimed earned depletion allowances of 
$10,200,000 which are available for offset against future resource profits. 


In addition, the Company and its subsidiaries have business losses of approximately $2,200,000 (of which $1,400,000 
expire by 1980) and capital losses of approximately $2,000,000 carried forward for income tax purposes. 


For the five months ended May 31, 1979 there were no material changes to the Company’s balance of unclaimed tax 
allowances as reported at December 31, 1978. 


MERGER AND AMALGAMATION AGREEMENT: 


On May 2, 1979, the Company reached agreement with Conuco Limited and certain of its affiliated companies whereby 
the companies would be merged. To give effect to the terms of the proposed merger Brinco will: 


(a) request shareholder approval for the creation of a class of 10,000,000 preferred shares with a par value of $5.50 
each, issuable in series; 


(b) issue the following shares for every three outstanding common or preferred shares of Conuco Limited: 
(i) one Series A 7% convertible redeemable retractable voting preferred share, 
(ii) one Series B convertible retractable voting preferred share, and 
(iii) one common share. 


The proposed merger is conditional upon approval by the shareholders of each of the merging companies and certain 
regulatory authorities. 
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CONUCO LIMITED 
AUDITORS’ REPORT TO THE DIRECTORS 


We have examined the consolidated balance sheet of Conuco Limited as at March 31, 1979 and 
the consolidated statements of earnings and retained earnings and changes in financial position for the 
two years then ended. Our examination was made in accordance with generally accepted auditing 
standards, and accordingly included such tests and other procedures as we considered necessary in 
the circumstances. 


In our opinion, the accompanying consolidated financial statements present fairly the financial 
position of the company as at March 31, 1979 and the results of its operations and the changes in 
its financial position for the two years then ended in accordance with generally accepted accounting 
principles which, except for the change in the method of accounting for certain general and 
administrative costs for the year ended March 31, 1979 as described in Note 1 to the consolidated 
financial statements, have been applied on a consistent basis. 


Calgary, Canada “Peat, Marwick, Mitchell & Co.” 
June 1, 1979 Chartered Accountants 


AUDITORS’ REPORT TO THE DIRECTORS OF CONUCO LIMITED 


We have examined the consolidated statements of earnings and retained earnings and changes 
in financial position of Conuco Limited for the three years ended March 31, 1977. Our examination 
was made in accordance with generally accepted auditing standards, and accordingly included such 
tests and other procedures as we considered necessary in the circumstances. 


In our opinion, these consolidated financial statements present fairly the results of operations 
and the changes in financial position of the company for the three years ended March 31, 1977 in 
accordance with generally accepted accounting principles applied, after giving retroactive effect to 
the change in the method of accounting for oil and gas operations as described in note 2, on a 
consistent basis. 


Our reports on the financial statements for the three years ended March 31, 1977 were origi- 
nally qualified as to the uncertainty of the outcome of pending legal proceedings involving a sub- 
sidiary of the company. These legal proceedings have subsequently been settled without loss to the 
subsidiary in excess of amounts previously provided in the accounts and accordingly the original 
qualifications have now been removed. 


Calgary, Canada 


June 6, 1977 

(August 17, 1979 as to note 2 

and the resolution of legal “Thorne, Riddell & Co.” 
proceedings referred to above) Chartered Accountants 
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CONUCO LIMITED 


CONSOLIDATED BALANCE SHEETS 


($000’s) 
May 31,1979 = March 31, 1979 
(Unaudited) 
ASSETS 
Current assets: 
ee Ser a, mes AEM ROME'S 35 Wvinoeracd 4. 4.0 ocdverw 9.60. a ave $ — $2,107 
PACE GUNALSELEGOIV ALG cet get ean cls sie ease take Sa oe RI ce Sen sala We 3,743 6,479 
DUE LOGICS erin cee tee moe Rint os fs os PCRRST PITRE MRE Pee Ts 152 152 
: 3,895 8,788 
Oil and gas properties and equipment (Notes 2 and 5) .......... 26,010 26,004 
RENE O Ser ort ci ta as erate or ink a SA Esl ghw's ote ako ee we W's 128 133 
$30,033 $34,925 
LIABILITIES AND SHAREHOLDERS’ EQUITY 
Current liabilities: 
REV OLGRANt is. ON, cr Mee ie Rese. 1k Fewer cutane stad Waionwe Give ih) 0 Nai 
Accounts payable and accrued liabilities...................... 3,123 8,072 
3,234 8,072 
POMerrGiin Geol INOtGsG). «Gane: ss WENO. cnn sb ecb cues 8 oa sprees 15,958 16,027 
Deferred income taxes (Note 7) ......... ccc cece cece eee tee eens 1,319 1,309 
Minorivyinterest (Note S)ie cn enwiosce. cs eck ee obec rs OGRE aklon 1,568 1,568 
SMELGMOIUGls “EquILY (INOTO 9) O85. (GiPRt Ss ioe cc nelee cS pica emits a ace oh 7,954 7,949 
$30,033 $34,925 


On behalf of the Board: 
“C. A. Smith”, Director 


“M. T. Riback’’, Director 


See accompanying notes. 
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CONUCO LIMITED 


CONSOLIDATED STATEMENTS OF EARNINGS AND RETAINED EARNINGS 


($000’s) 


Revenue: 
Oil and: gasisales 7 oo cc cc.0. suis octuenbae eres cae: ieee icra 
Operating’ and consulting fees F...0. ie. coon one tee. rene nek 
Otherirevenue ts sisceine ais <aew Wekews Sake eo eghereneretar elena odepeieteps one etene ke 


Expenses: 
Productionress 2. ce Se ae boas at eine so eee Hotes OE ene Minit a arole tetas 
Generalrand/administrativecrc. .. actoen eiecionies whist one etek sire 
interest on long-termidebte . 5:65 cc ce ee oe oe eee nee momen 


Earnings before: the tollowingi sec) e ccie ie el eeiore eter 


De pletion, irserde = 92s. sieueatacas sucsuas cieasieciel eee lo poe rayie lo tusaetets ecko peters 
DE PreCiation’ s:s.1cctt ions oiciots: iso. eis Gite) ee visiatstens cpateegermerneteny aah 


Earnings (loss) before the following .............sseeeeeees 


Income taxes: 
[St (Gi=10 LR etalon Eee dierabia oo miomenn ots Seis h COlo dbcndo'c 
Deferred in acess oct Boe oe are a Ee eee ee re ee eee 


Earnings (loss) from continuing operations................. 
Income (loss) from discontinued operations ................00eee eee 
Earnings (loss) before extraordinary items ................. 
Extraordinary items: 
Gain on sale of fixed assets, net of applicable deferred income 
taxes $67 — 1978, $29 — 1976, and applicable income 
taxes: $69 — 1975i...c acne. se Sao te Oe ER eee eee 
Gain on sale of marketable securities, net of 
deferred‘income' taxes of $53. Se... 0%. vies meer e cee eee nee es 
Realization of benefits of tax loss carry-forwards ................. 
Write‘down:of:investment? >.>. wec.te. es one ce ts con cre erento: 
Cancellation,of: debt)... te aakce .omaoeeneb eae eee eee eee 
Write off of Goodwill 36 65 secs soon ces oe eee ORE 


Netearnings (loss) vc. cos ni os aon cs acumen 2 sete ee 
Retained earnings at beginning of period 


©, (a \e 6 be sje") we 6,!e ie\/s).0),¥' le) 18). \0) 6) 01 1b) ess 


Less: Dividends on 4% cumulative preferred shares ................ 
Expenses relating to capital reorganization .................-. 


Retained earnings at end of period ............. cece cent eee eees 
Earnings per share (Note 10) 
Earnings (loss) per share before extraordinary items........ 
Net-earnings: (loss) per share 2. cs .0d05 00 innceee nee: 


See accompanying notes. 
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Two 
Months 
Ended 
May 31, 
1979 
(Unaudited) 


1979 


Year Ended March 31, 
1978 1977 1976 


928 391 187 
103 83 29 
356 164 110 
29 39 26 
488 286 165 
440 105 22 
209 106 18 
39 14 2 
248 120 20 
192 (15) 2 
(7) 6 8 
67 (42) (42) 
60 (36) (34) 
132 21 36 
37 (212) (42) 
169 (191) (6) 
178 $= 204 
—_ 422 — 
— 18 8 
Sai (7) — 


CONUCO LIMITED 


CONSOLIDATED STATEMENTS fe ht indie IN FINANCIAL POSITION 
's 


Two Months 
Ended 
May 31, Year ended March 31, 
1979 1979 1978 1977 1976 1975 


(Unaudited) 


Source of funds: 
From operations: 


Ot ODETAIONS oc) cnet vies «snes ee $ 93 $ 316 $ 472 $ 119 $ 24 $ 174 
Discontinued operations .................00 —- — 78 (28) 180 164 
Funds from operations.................. 93 316 550 91 204 338 
Proceeds on disposal of oil and gas properties 24 629 68 — == = 
SSG TOL COMMON SNAlGS\- crn. ce sts en ete e 184 540 764 — —_— 2 
Issue of long-term debt ................0008- 930 5,899 — — — 115 
Contribution by shareholders (Note 3) ....... — 652 — — — = 
Proceeds on disposal of other assets ........ -- 216 — —_ —_ _ 
OTANELS ccs 8 Aaa Bh.3.0 Hance CDRA ic a Eee 5 27 33 — 13 _— 
Proceeds on disposal of industrial division ... — o 697 — — _ 
Issue of 4% cumulative preferred shares ..... _ _ 3,300 —_ = = 
Gain on sale of marketable securities ........ — — — 475 —_— _ 
SalelOl aSSOlSan acter cine cine eet se i eioea es vids — — — — 530 1,434 
1,236 8,279 5,412 566 747 1,889 


Application of funds: 
Purchase of oil and gas properties and equipment 248 3,406 1,754 923 448 105 
Purchase of subsidiary companies — net of 
working capital (Note 3) 


VaspemOllsiitdieycmas is os. ete Pe eee — a 3,241 _ —_— —_ 
Exalta Retroloums)Etd ae snes encieraices oe —_— 147 —_— _ == = 
Republic Resources Limited ................. _ 2,710 —_ — _ = 
Dividends on 4% cumulative preferred shares .. 31 128 _ = == = 
Expenses relating to capital reorganization ..... 12 22 —_— _ — = 
Reduction of long-term debt................... 1,000 1,939 50 60 144 495 
Otherse yes, PAG a. Se eS — — — 283 79 120 
Purchase of investment ...............eeeeeees — — — — —_ 150 
1,291 8,352 5,045 1,266 671 870 
Increase (decrease) in working capital............ (55) (73) 367 (700) 76 1,019 
Working capital, beginning of period............. 716 789 422 1,122 1,046 27 
Working capital, end of period................. $ 661 $ 716 $ 789 $ 422 $1,122 $1,046 


See accompanying notes. 
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CONUCO LIMITED 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


(Information at any date subsequent to March 31, 1979 and for the two months ended May 31, 1979 is unaudited) 
SIGNIFICANT ACCOUNTING POLICIES:- 


Principles of consolidation: 


The consolidated financial statements include the accounts of the Company and its subsidiaries. All subsidiaries are 
wholly owned, except Exalta Petroleums Ltd. in which the Company holds 100% of the common shares and none of the 
preferred shares. The preferred shares are presented as minority interest. 


Oil and gas operations: 


The Company follows the full cost method of accounting for oil and gas operations wherein all costs related to the 
exploration for and the development of oil and gas reserves are capitalized. All such costs, and costs of production and 
related equipment, are amortized on the composite unit-of-production method, based on estimated proven reserves. 


Effective April 1, 1978, the Company adopted the policy of capitalizing general and administrative costs related to explo- 
ration activities. This resulted in a decrease in general and administrative expenses for the year ended March 31, 1979 of 
$88,000 and a decrease in the net loss of $50,000 ($0.01 per share). 


Substantially all of the exploration and production activities of the Company are conducted jointly with others and 
accordingly the accounts reflect only the proportionate interest of the Company. 


Inventories: 
Inventories are valued at the lower of cost and net realizable value. 


Other assets: 
Other assets are carried at cost less amount written-off. 


Foreign currency translation: 


The accounts of foreign subsidiaries have been translated to Canadian dollars using the current-noncurrent method and 
the resulting gain, which is not material, has been deferred. 


CHANGE IN ACCOUNTING FOR OIL AND GAS OPERATIONS: 

During the year ended March 31, 1978, the Company retroactively adopted the following change in method of account- 

ing for its oil and gas operations: 

a. Exploration costs related to unsuccessful areas, previously written off to earnings, are now capitalized and amortized 
in the manner described in Note 1. 

b. Depreciation of production and related equipment, previously calculated by the diminishing balance method, is now 
being calculated by the composite unit-of-production method as is described in Note 1. 

These changes in accounting policies have been retroactively adopted and have resulted in a net increase in oil and gas 

properties and equipment of $368,000 — March 31, 1977, $90,000 — March 31, 1976, $86,000 — March 31, 1975 and an 

increase in deferred income tax of $176,000 — March 31, 1977, $43,000 — March 31, 1976, $41,000 — March 31, 1975. 

Retained earnings increased by $192,000 — March 31, 1977, $47,000 — March 31, 1976, $45,000 — March 31, 1975. 


ACQUISITION OF SUBSIDIARY COMPANIES: 

Effective October 31, 1977, the Company acquired all of the outstanding shares of Jasper Oils Ltd. in exchange for 
942,857 of its preferred shares having a par value of $3,300,000. Details of the acquisition, which has been accounted for 
by the purchase method, are as follows: 


Net book value oil and gas properties and equipment .............. cc cece cece eee e eect eee e teen eee eeeeeeees $1,886,000 

Deferred. INCOME fAX@S.. s 65:6 55 as cee vic + HPN Ew dueuen eaemie-© Coainls ee Winen CR URERERM ete Caa 0c sete aa eee 62,000 

1,824,000 

Working’ capital. 2505 2225.5 SEES, Fs Ne Re FO OER Ea hie Racy oe eee Fae ROTI ME HIN RUE Se 122,000 

1,946,000 

Excess of purchase price over book value of net assets acquired; allocated to oil and gas properties ........ 1,354,000 

Total"Gostiof investment. coo acres wretetsto tote wk ago oo clone te at tiee ACES ay Ore tractor Tree Ie cn ee $3,300,000 
Represented by: 

Workingcapital ii a hiss oa a ne ee GRRE ca: oasis be Oe ee $ 122,000 

Oil: and gas properties fo ic ssc kd no See hie Sn hers ee ee oe deena Oe RIS RE SEE OUT 3,240,000 

3,362,000 

Deferred Income taxes «iss aay os oh ios Hae bees oer coe ers Se TOTES eicle we Paic i e ee IR eee ce 62,000 


$3,300,000 


Effective October 31, 1978, the Company acquired for a cash consideration of $2,573,000, 50% of the outstanding shares 
of Republic Resources Limited. On the same date Exalta Petroleums Ltd. acquired the other 50% of the outstanding 
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shares of Republic Resources Limited for a cash consideration of $2,432,000 and 50,000 common shares of Conuco 
Limited valued at $250,000. At that date Exalta Petroleums Ltd. was the parent company of Conuco Limited. 

Effective December 31, 1978, the Company, under Section 85.1 of the Income Tax Act, acquired all of the outstanding 
common shares of Exalta Petroleums Ltd. in exchange for 2 common shares. The value of the common shares of Exalta 
Petroleums Ltd. has been determined by the Board of Directors to be $652,000 and accordingly, $652,000 has been cred- 
ited to contributed surplus. 


Details of these acquisitions, accounted for by the purchase method, are as follows: 


Exalta Republic 
Petroleums Resources 
Ltd. Limited 
ETOK VMI ORAS SOUS lee ee is Sssci eine 2 See MP ETS ERS Se ce cad le ew a Dab dean ss $ 8,917,000 $3,077,000 
BOOKAVAIUCION NADI It OStatic ee 1 ee I Me eRe hn en cas ra jae eicisttarecoeeen e es _11,382,000 __2,608,000 
(2,465,000) 469,000 
Deducwuminoritymterest in’ preferredishaness...stses: ness. cs. ee ens ce cae cee ase eee: 1,568,000 —_ 
(4,033,000) 469,000 
Excess of purchase price over net book value of net assets acquired; 
allocateartonolirandrgas propentics nina emer ceo ete cure ere cave sect 4,685,000 2,104,000 
RENEE S EMG OMNI Nc alas 0! mains se 4osas 5 5 OMe Nae eMC TPLTIP OE rn Slee 2 Hn WHinl via le Eid wa 6 8 $ 652,000 $2,573,000 
Represented by: 
eK ae AIM LAL COSICIGIICY) «aw if cccan > « 0% Sa ake PLLA ERE kad insane Suse parry $ 505,000 $ (137,000) 
Oilranaigasspropenties rand CQuipmMent. .madconceere cic ome relies Sherine: dence cle ouspareucke) Sysqel ase ce ac 12,044,000 5,168,000 
UNEP? CSE in a8 nig Se aS Chore SG eae R Ie eet RN Ic CEES IG CRO ENC EOI ea” 35,000 11,000 
12,584,000 5,042,000 
MRCS LOH LTO CIENT Sy ero oy is svc ssid a GUS MD OE a Las ct nels wl Ouailiat habs Storie Ae (9,629,000) (2,439,000) 
DetetredsincomentaxOSa reer toot ice ni ee ieee inst eu Chir crates (735,000) (30,000) 
MinonitvainterestinyprefemeGiShares.cis.. cc cihsacimietatve io a nciele ree eeleniiela arte nie avs,2) ste Screven e ape ei (1,568,000) — 


$ 652,000 $2,573,000 


DISCONTINUED OPERATIONS: 

During the year ended March 31, 1975 the Company sold its equipment rental and real estate rental divisions and 
ceased operations in its structural steel division. Effective September 30, 1977, the Company sold its investments in 
certain subsidiary companies comprising its industrial division. 

The operating results of these divisions have been shown separately in the consolidated statements of earnings under 
the heading ‘Income (loss) from discontinued operations”. 


OIL AND GAS PROPERTIES AND EQUIPMENT: 


May 31, 1979 March 31, 1979 
Accumulated Net Net 
Depreciation Book Book 
Cost and Depletion Value Value 
Oiband Gas Properties .huitigun caves oes cds hegas eee $25,210,000 $1,716,000 $23,494,000 $23,466,000 
Productionrequipment. « .cscincraseee ence octet 2,739,000 249,000 2,490,000 2,510,000 
OtherOGuiOmente freer sc upecace oer hecerencecsce eeusionts euemmieras 49,000 23,000 26,000 28,000 


$27,998,000 $1,988,000 $26,010,000 $26,004,000 


LONG TERM DEBT: 


May 31 March 31 
1979 1979 
Banikiloaris mpm crete eee ere eo ee a ee en Sie a SIE ASG eH SO REEIRE $ 9,256,000 $10,807,000 
5.4% debentures payable August 1, 1982; 
interestapayablersemi-annUallV sac cc sere erase ctoteletarcteseiel- eas kaa aie see sen apse cea 4,220,000 4,220,000 
Non-interest bearing notes due: May: 11979 \55 5 ae. access citn cic eines ola ciere oe ois els) spe eusia op agas — 1,000,000 
AGV ances! ——iNON-IntenestsDe arin Giner cist crores eke ce sia cue ohctesei one ee ci eane oyelisiove aan) cr ose sev ceBebe 2,482,000 — 


$15,958,000 $16,027,000 


The bank loans are secured by a first floating charge and assignments under Section 82 of the Bank Act of certain oil 
and gas properties, and bear interest at the bank prime rate plus one percent. Although the bank loans are payable on 
demand, under the agreed terms of repayment no principal payments are due until January, 1981. 

The 5.4% debentures are secured by a second floating charge on certain oil and gas properties and are subordinate to 
the bank loans. 
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During the two month period ending May 31, 1979, the Company refinanced the non-interest bearing notes by additional 
long-term bank loans subject to the same conditions as the existing bank loans. Accordingly these notes at March 31, 
1979 have been classified as long-term. 

Subsequent to May 31, 1979 the Company intends to replace the advances with additional long-term bank loans subject 
to the same conditions as the existing bank loans. The appropriate line of credit has been arranged with the bank and 
accordingly these advances have been classified as long-term. 


DEFERRED INCOME TAXES: 

The accompanying consolidated statement of earnings for the year ended March 31, 1979 and the two months ended 
May 31, 1979 reflects a provision for deferred income taxes notwithstanding a pre-tax loss. This results primarily from 
depletion, which is not deductible for income tax purposes, provided on the excess of the purchase prices of sub- 
sidiaries acquired over their underlying net book values at dates of acquisition. These excesses have been allocated to 
oil and gas properties. 


MINORITY INTEREST: 


The minority interest represents 1,568,185, 4% Class ‘‘A’’ cumulative redeemable preferred shares with a nominal or par 
value of $1 per share, issued by a subsidiary company. Dividends are payable annually. 


SHAREHOLDERS’ EQUITY: May 31 March 31 
1979 1979 


Share capital: 
4% cumulative redeemable convertible preferred shares 
with a par value of $3.50 per share Authorized 1,000,000 shares; 


issued. 891,157 (March 31,°1979'— 901,657) ove eres he oe ee seein tae te $3,119,000 $3,156,000 
Common shares without nominal or par value. 
Authorized 7,000,000 shares; issued 5,596,227 (March 31, 1979 — 5,467,727) ..... 3,640,000 3,419,000 
Contributedtsurpltisi(Note 3). cactecs wrcrrantat tres as cote ca ree tots tettece fete eMac rate ea eee eaten a Ste 652,000 652,000 
Retained Carnings? «ose snr. stinr eh cr hehe eh ae k ois etek o Gietehee Rn Ghia ERR eh Rae ett 543,000 722,000 


$7,954,000 $7,949,000 


During the year ended March 31, 1978, the authorized capital of the Company was increased by the creation of one 

million 4% cumulative redeemable convertible preferred shares with a nominal or par value of $3.50 per share. The 

preferred shares are redeemable at par plus dividends as follows: 

1. At the option of the Company after the second anniversary of the date of issue upon satisfaction of certain condi- 
tions. 

2. Atthe option of the shareholders in March of each year. 

The preferred shares are convertible into common shares at a rate of one common share for each preferred share dur- 

ing the first three years from the date of issue and at reduced rates thereafter. The conversion privilege expires on the 

eighth anniversary of the date of issue. 942,857 of these shares were subsequently issued in connection with the acquis- 

ition of a subsidiary company (see Note 3). During the year ended March 31, 1979 — 41,200 and during the two month 

period ended May 31, 1979 — 10,500 preferred shares were converted to common shares. 

On October 7, 1977, an agreement was ratified between various working interest participants, including Exalta Pet- 

roleums Ltd. as farmor, and the Company and a third party as farmee whereby the third party is committed to expend 

an aggregate of $5,000,000 in exploration and development. All wells drilled and all production obtained will be owned 

as follows: 


FAP IMON (yoy: o:s oe cckee ea a Lone erence trea 50.0% 
Conuco'Bimitedippecs acter rae eon oe etna 12.5% 
Thitd. party «ssp tooeeeeerees ces Se eee cee ae. Ae 37.5% 


The expenditures for income tax purposes will be retained by the third party. As consideration for its interest earned in 
the properties, the Company has agreed to issue to the third party 800,000 common shares at a rate of one share for 
each $6.25 of the monies so expended. As at May 31, 1979 all shares had been issued under this agreement. 

Details of the common share transactions for the five years ended March 31, 1979 and the two months ended May 31, 
1979 are as follows: 


Shares $ 

Employee stock options exercised: 

YeartendedrMarch’s 1, 19755: Fics ced Pa eee a en rae tt ee 4,000 $ 2,000 

YearenhaediMarch'S1- 1978 | ie osc achvnees sda dard are esas Hoe oe ee eee 130,000 52,000 

Year encecuvvarch'31, 1979 «1022000 5neg Sener os cel ie aad eas oo en nee, Meee 122,000 186,000 
Issued under the drilling agreement: 

VOSS CHOCUIMALCICS I ML O7 Gos cas osnu Pee vin ccratneentia tel. cmiee a epe tania ine a ec ener 455,400 712,000 

WG ar- GMmcecnmarcit S|, 1979 35 e065 on le bose Sages wa natate trae a oR te ce ete 226,600 354,000 

IWO:mouuis.ehaed May. 31,-1979 <x, o.cmiitae seme ewes os einen enna rts ate eee 118,000 184,000 
Preferred shares converted: 

Car GMUOUIVANCt ad, TO7D nts saan tecr ssc cmace tcc os. eae nan artnet. co attra heen 41,200 144,000 

TWO montis ended Mavis 14O70 ven crits fire cr teats aes nie nectar conte ae ene ea 10,500 37,000 
Issued: to:acquire Exalta Petroleunisltd-(Noteis).; 2. Wo. o. Samok bone enmin as © eke ee 2 — 


1,107,702 $1,671,000 


10. 


ial 


As at May 31, 1979, 1,039,157 common shares were reserved as follows: 


(i) The 891,157 preferred shares are convertible into common shares at a rate of one common share for each preferred 
share during the first three years from October 31, 1977 and at reduced rates thereafter. The conversion privilege 
expires on the eighth anniversary of the date of issue. 

(ii) The Company has reserved 148,000 common shares for employee stock option agreements. These options become 
exercisable at varying times at prices ranging from $1.50 to $4.61 per share, and expire on termination of employ- 
ment. 


EARNINGS (LOSS) PER SHARE: 


Earnings (loss) per share have been calculated using the weighted average method. Neither the conversion of preferred 
shares to common shares nor the exercise of employee stock options would have a dilutive effect on earnings (loss) per 
share. 


MERGER AND AMALGAMATION AGREEMENT: 


On May 2, 1979 the Company and certain of its affiliated companies reached an agreement in principle with Brinco 
Limited whereby the companies would be merged. This transaction would result in each shareholder of the Company 
receiving for three common or preferred shares of the Company, the following package of securities of Brinco Limited: 


(i) one 7% cumulative convertible redeemable retractable preferred share Series A with a par value of $5.50 per share; 
(ii) one convertible retractable preferred share Series B with a par value of $5.50 per share; and 
(iii) one common share without nominal or par value. 


The completion of this transaction is conditional on the approval of the shareholders of the merging companies and 
certain regulatory authorities. 
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CABALLERO EXPLORATION LTD. 


ACCOUNTANTS’ COMMENTS 


We have prepared the accompanying balance sheet as at May 31, 1979 from the records of 
Caballero Exploration Ltd. and from other information supplied to us by the company. In order to 
prepare this balance sheet we made a review, consisting primarily of enquiry, comparison and dis- 
cussion, of such information. However, in accordance with the terms of our engagement we have 
not performed an audit and consequently do not express an opinion on this balance sheet. 


Generally accepted accounting principles require that the financial statements of this company 
be prepared on a consolidated basis because consolidated financial statements recognize that, even 
though the company and its subsidiary are separate legal entities, the companies together consti- 
tute a single economic entity. As more fully described in note 1 to the financial statements, the 
accompanying financial statements are not prepared on a consolidated basis. 


Calgary, Canada “Peat, Marwick, Mitchell & Co.” 
August 17, 1979 Chartered Accountants 
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CABALLERO EXPLORATION LTD. 


Balance Sheet 
May 31, 1979 


(Unaudited) 
ASSETS 
iMeasumnenuilisnare.Of CONUCO-EIMLCO MN? sath os ie a7 -aulenlaclits deci teiselees. ade anion. a6 $ 5 
Investment in shares of 91639 Canada Limited ......... 0.0... ccc ccc cece cee eee eee 3 
eee aUG MIC OSs fae tae eer ene Mars st, tee rac ote ttn vem eons 260 
$268 
LIABILITIES 
OO wr LN ReSOUTCES UG: ai ait «5 etd hikes «calc Sal en ened ea eee wae detuned sane $260 
BES OCIALCCHCOUNDANY a0. cite wert tits ws tans ci incite si Rls 3:5 ayes WA Calin wis Ata wa ale % oa wees 619 
Shareholders’ equity: 
Share capital: 
Common shares without nominal or par value, 
authorized 20,000 shares, issued 6 shares ............ 0.0 0c cee e ee eee $311 
DYSUIGSTE oop RRR oO ler cE le NCD oD eg ce (922) (611) 
$268 


On behalf of the Board: 


““James R. Kassube”, Director 
“Thomas N. Dirks’, Director 


Notes to Balance Sheet 
May 31, 1979 


1. SIGNIFICANT ACCOUNTING POLICIES: 
Investment in subsidiary company: 
The Canadian Institute of Chartered Accountants has recommended that financial statements prepared for issuance to 
shareholders should be prepared on a consolidated basis except in the rare circumstances where this is not the more 
informative presentation. These financial statements, although they will be laid before the annual meeting of the 
shareholders, (a) have not been prepared on a consolidated basis because copies of the financial statements of the sub- 
sidiary are available to all shareholders and the shareholders have agreed that they do not require consolidated financial 
statements and (b) do not purport to present in accordance with generally accepted accounting principles the company’s 
financial position, results of operations and changes in the financial position. 
The company’s investment in its subsidiary company is accounted for in the accompanying financial statements by the 
cost method under which such investment is carried at the respective costs thereof and the net earnings of the sub- 
sidiary company are reflected in the determination of the net earnings of the company only to the extent of dividends 
received from the subsidiary. 
In all other respects, these financial statements are in accordance with generally accepted accounting principles. 


2. MERGER AND AMALGAMATION AGREEMENT: 
On May 2, 1979, the company, three of its affiliated companies, namely Conuco Limited, 91639 Canada Limited (now 
Canada 91639 Limited) and Exalta Petroleums Ltd., reached an agreement in principle with Brinco Limited whereby all 
such companies wili be merged. As part of this transaction the company will enter into a statutory amalgamation, under 
the laws of the Province of Alberta, with its three affiliates. The completion of this transaction is conditional on the 
approval of the shareholders of the merging companies and certain regulatory authorities. 


3. SUBSEQUENT EVENT: 
On August 13, 1979 the company disposed of its share of Conuco Limited. 
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91639 CANADA LIMITED 
ACCOUNTANTS’ COMMENTS 


We have prepared the accompanying balance sheet as at May 31, 1979 from the records of 
91639 Canada Limited and from other information supplied to us by the company. In order to pre- 
pare this balance sheet we made_a review consisting primarily of enquiry, comparison and discus- 
sion, of such information. However, in accordance with the terms of our engagement we have not 
performed an audit and consequently do not express an opinion on this balance sheet. 


Generally accepted accounting principles require that the financial statements of this company 
be prepared on a consolidated basis because consolidated financial statements recognize that, even 
though the company and its subsidiary are separate legal entities, the companies together consti- 
tute a single economic entity. As more fully described in note 1 to the financial statements, the 
accompanying financial statements are not prepared on a consolidated basis. 


Calgary, Canada “Peat, Marwick, Mitchell & Co.” 
August 17, 1979 Chartered Accountants 
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91639 CANADA LIMITED 


Balance Sheet 
May 31, 1979 


(Unaudited) 


ASSETS 


Investment in'Conuco: Limited (Note 3)chacten vielen: ieieas Hee Sbiekirwws ars 


SHAREHOLDERS’ EQUITY 


Capital stock: 
Preferred redeemable Series ‘‘A”’ shares 


$3,871,366 


without nominal or par value. 

Authorized 1,000 shares; 

Paneciand reUGeiiecnlisharOas s.atorn tia aes bce <citia, PERM Se ks Gee PPM ETI $ — 
Common shares without nominal or par value. 
Authorized an unlimited amount; 


SOLES (CS) Alene beget at eee OO See 4 
BES SECIS ChIDUON SH CCOIV GDI ry witu ue tirire: cious sedavapi fie sodkls <a OR On aie, Fe be Sg Bes ws (4) 
PM MMOMILOOESEEDIES MINOCO3 cancer i a ota eek aoe ile DiS ea see sie 5 Oa ds Wa 3,871,366 
$3,871,366 


On behalf of the Board: 


““James R. Kassube”’, Director 


“‘Thomas N. Dirks”, Director 


Notes to Balance Sheet 
May 31, 1979 


SIGNIFICANT ACCOUNTING POLICIES: 
Investment in subsidiary company: 


The Canadian Institute of Chartered Accountants has recommended that financial statements prepared for issuance to 
shareholders should be prepared on a consolidated basis except in the rare circumstances where this is not the more 
informative presentation. These financial statements, although they will be laid before the annual meeting of the 
shareholders, (a) have not been prepared on a consolidated basis because copies of the financial statements of the sub- 
sidiaries are available to all shareholders and the shareholders have agreed that they do not require consolidated finan- 
cial statements and (b) do not purport to present in accordance with generally accepted accounting principles the com- 
pany’s financial position, results of operations and changes in the financial position. 

The company’s investment in its subsidiary company is accounted for in the accompanying financial statements by the 
cost method under which such investment is carried at the respective cost thereof and the net earnings of the subsidiary 
company are reflected in the determination of the net earnings of the company only to the extent of dividends received 
from the subsidiary. ; 


In all other respects, these financial statements are in accordance with generally accepted accounting principles. 


INCORPORATION : 


The company was incorporated under the Canada Business Corporations Act on February 2, 1978 as Hierlihy Holdings 
Limited. By a special resolution, of the shareholders of the company on April 20, 1979, the company changed its name 
to 91639 Canada Limited. As the company had no operations during the period, statements of income, retained earn- 
ings, and changes in financial position have not been included. 


INVESTMENT IN CONUCO LIMITED: 


Effective December 31, 1978, the company, under Section 85.1 of the Income Tax Act, purchased all of the common 
shares of Conuco Limited owned by Exalta Petroleums Ltd. in consideration for the issue of 1 Series ““A’’ redeemable 
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preferred share of the company for $1. The company subsequently redeemed its outstanding Series “A’’ redeemable 
preferred shares held by Exalta Petroleums Ltd. for $1. 

The carrying value of the investment in Conuco Limited amounted to $3,871,366. This amount has been recorded as the 
cost of the investment by the company and accordingly the same amount has been credited to contributed surplus due 
to the same ownership of Exalta Petroleums Ltd. and the company. 


MERGER AND AMALGAMATION AGREEMENT: 

On May 2, 1979 the company, three of its affiliated companies, namely Conuco Limited, Caballero Exploration Ltd. and 
Exalta Petroleums Ltd. reached an agreement in principle with Brinco Limited whereby all such companies will be 
merged. As part of this transaction the company will enter into a statutory amalgamation, under the laws of the Pro- 
vince of Alberta, with its three affiliates. The completion of this transaction is conditional on the approval of the 
shareholders of the merging companies and certain regulatory authorities. 


SUBSEQUENT EVENT: 

On June 13, 1979, the name of the company was changed to Canada 91639 Limited. For the purposes of the merger 
(Note 4), on June 14, 1979 the company issued one redeemable non-voting preferred share with a par value of $1.00 to 
Brinco Limited. 
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BRINCO LIMITED AND SUBSIDIARIES 
PRO-FORMA COMBINED AND 


CONSOLIDATED BALANCE SHEET (UNAUDITED) 


($000's) May 31, 1979 
Pro-Forma 
Combined Adjustments 
ASSETS (Note 1) (Note 2) 
Current assets: 
Cash and short-term investments.................5- $ 43,290 $ (2,018) 
MIEECFOCIIMLOTC Shirts 10a cn eR ee « Soba 1,334 a 
EC OUTIIS TECEIV@OIG te oe ee ee els fee ala dass 4,567 — 
Supplies and prepaid expenses ...............0000- eel — 
FhOtAL CUCTONIL ASSE(S ts tok reas a ov okies 49,462 (2,018) 
Investments: 
Coseka Resources Limited — at equity.............. 10,464 — 
Se ore se or ee es ETO 240 (222) 
BEG CALSIMVE STEEDS ote eacan'k ora eee ae cet 10,704 (222) 
PI AS GOLGURA Eon oo oe uns + 6 4k, uw geste ee Rw RE 515 —_— 
Mer LAT ORAS SOUS we. bret Gee Ante .0's5. as ss xacsdbace wiley alobehs. on was 692 — 
Natural resource projects: 
GMA AS TL tet ee hey hee oS ehaca ole Sele a calaldlae's aes 26,010 31,668 
PORIDASDEStOS 9% () Wetied © WIRE OI Soret sii 13,395 — 
BADhACOTeUranitinnad ci et cton oo fais oa. are Gare canbe oe a 8,812 — 
“TAY Ci 8 po cd Pe ES Rs ee ET ON ee Oe en ee ne 125 Peet? 
ifs MEE HEC ESP cake cc lacy te sci sc scheteics renchi ses rebieonetans 48,343 31,668 
$109,716 $ 29,428 
LIABILITIES AND SHAREHOLDERS’ EQUITY 
Current liabilities: 
Accounts payable and accrued liabilities ............ $ 3,857 $ — 
BVALIK FORM es oe eek sec ave ek OA ee Ce ee 990 —_— 
Votaltcurrent: liabilities:.. 2s. a ere ee 4,847 —_— 
boma-term debt f.sie So eee te EPO Ee RPS Sens 15,958 aa 
Deterrediincome taxes 25 as.72s.sauecw ches Ee oe eee 2,755 — 
Minority interest in subsidiary companies............. 4,905 (1,568) 
Shareholders’ equity: 
Preferred-shares ee re ES. oot ces Ce ean A 3,119 20,519 
GOmmoOn shiatestne nes cee ee ee ee eee 44,616 11,672 
ContnbutedsSUnpIUISS. cnet ee eee renee ene 652 (652) 
Retainedrearnings 1308 ml meen ie 6 salle wrectonnns 32,864 (543) 
81,251 30,996 
$109,716 $ 29,428 


On behalf of the Board: 
“H. R. Snyder”, Director 


“R. B. Dale-Harris’, Director 


See accompanying notes. 
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Pro-Forma 
Consolidated 


(Note 2) 


$ 41,272 
1,334 
4,567 

271 


47,444 


10,464 
18 


10,482 


515 
692 


57,678 
13,395 
8,812 
126 


80,011 
$139,144 


$ 3,857 
990 


4,847 


15,958 
2,758 
3,337 


23,638 
56,288 


32,321 
112,247 
$139,144 


BRINCO LIMITED AND SUBSIDIARIES 


PRO-FORMA COMBINED STATEMENTS OF 
RETAINED EARNINGS (UNAUDITED) 


($000’s) 

Two months Year ended 

ended May 31, March 31, 

1979 1979 

(Note 3) (Note 3) 

Pro-forma combined retained earnings, beginning of period ....... $32,834 $68,734 
Pro-forma combined net earnings (loss) for the period............. qs (350) 
32,907 68,384 

Transfer of retained earnings to paid up capital ................... — (35,400) 
Dividends on Conuco 4% cumulative preferred shares............. (31) (128) 
Expenses relating to Conuco capital reorganization................ (12) (22) 
Pro-forma combined retained earnings, end of period ............. $32,864 $32,834 


See accompanying notes. 
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BRINCO LIMITED AND SUBSIDIARIES 


PRO-FORMA COMBINED STATEMENTS OF EARNINGS (UNAUDITED) 


($000’s) 
Two months 
ended Year ended 
May 31, March 31, 
1979 1979 
(Note 3) (Note 3) 
Income: 
iIncome-trom: short-term investments... «eo: 2-2 eee oe Nee $ 758 $4,082 
iranGsgas: Sales: sat 3... bee Soe arses Pee ee NOR Sb 503 1,365 
Sie Ag elon ge a ee ee ere. aire 2 SEN eke 66 465 
1,327 5,912 
Expenses: 
EOCHECHO (lem, heehee eee noel eh oer ime, Hee. Ive. 45 Boileau we 153 429 
Exploration expenditures and other costs 
Eelabe en lO taluiral FOSOULCES iy ccm ea ccsle calle cithacsss bole 6 UR a etna as 235 2,435 
RIUM PS ERATIVE preset eae titan oa eartoe er rae ciate aie CO ochaislaty carats erates 516 2,686 
igrerestiOnnindebtednesscseswiats cence eens aaewens Mobi weet é 236 436 
De OIOUlOl rn terezie Sete, Ae Aiok on ea eae thee WH RS So Dee 196 580 
Depreciatiomand: amortization”... sreere sgt Date ae tS e60. eS: 49 212 
Provision. 10mloss in value of investment ....> 3... -geietee gers: — 150 
_1,385 _6,928 
Pro-forma combined loss before items set out 
BCHalale Ve OW crn Mian tect at oe eee coe eee oe (58) (1,016) 
Income taxes: 
SY EE RST Cayo ER Epa at ete ma RSI Dar TR a Dying Skicraft 1h ok ice > Dah ad 98 313 
GUEKO Nts octane et tans. n.cteene. eh chiar om ee SI i aesee fo Selita (23) (98) 
75 215 
(133) (1,231) 
Equity in net income of Coseka Resources Limited ..................- = 109 806 
(28) (425) 
Extraordinary item: 
REGUCTION IDatNCOMEG:taXGS. © owl ariteca eee tn ee cae nee ee ees 87 8 
59 (417) 
Minority: interestnsioss of SUDSICIary™..<....es<5 was s see acen sees moe cas 14 67 
Pro-forma combined net earnings (loss) for the period ............... py ie $ (350) 
Pro-forma combined earnings per share (Note 4): 
Pro-forma combined loss per share before extraordinary item...... ( .9¢) (7.0¢) 
Pro-forma combined netiioss pershare <2. ..5..0 7 eee eee ( .4¢) (7.0¢) 


See accompanying notes. 
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BRINCO LIMITED AND SUBSIDIARIES 


PRO-FORMA COMBINED STATEMENT OF CHANGES IN 
FINANCIAL POSITION (UNAUDITED) 


($000’s) 


Two months 


ended May 31, 


(Note 3) 


Source of Funds: 
Combined net loss before equity in net income of 
Coseka Resources Limited, extraordinary item and 
minority interest in loss of.subsidiary 2.04.5 cence oe ene 
Items not affecting working capital during the period: 
Depreciationzand ‘amortization’. 2... oe eee eee 
Depletion ets... os va cake so exw HlUece anaes te eile ees ee ee eae 
Provision for loss in value of investment ............... 00 eee eees 
Deferred income taxes 


Funds provided from operations --..4. 0.0 nn ea eee 


Proceeds fromsissue of long term .debt........ce..e..0 eee eee 
Contributionwy shareholders :.sa. or eens ne eesee eae ee eee 
Proceeds on disposal of oil and gas properties and other assets.... 
Proceeds from-issue of common:shates .....01...-.....2ar. eee ot 


Total fundstprovided:.. «ca: seca shee Sh. vee es ee eee 


Use of Funds: 
Natural resource project expenditures: 

Oil ANd! GAS as). duis ccakceic oF ace care ete hae ee eee 

Labrador uranium 


Purchase of fixed.assets®. 2.0.5 fc eee ner 
Investments in common shares of other companies ............... 
Reduction of long term debt:.:......0e see ee eee eee 
Dividends on 4% cumulative preferred shares of Conuco 
Purchase of subsidiaries of Conuco — 

net-of working capital:acquired 4. a ee eee 


Total: funds uS@0 ce cos. 5578 cone eee ne ee 


Decrease in workingscapital: 2.7.25 e ar. eit ete eter eee 
Working capitals beginningof period’: 42 ee ane ee ee 
Working capital; end‘of period’ 2. .20-..cc ee ee eee 


See accompanying notes. 
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1979 


Year ended 
March 31, 
1979 


(Note 3) 


BRINCO LIMITED AND SUBSIDIARIES 


NOTES TO THE PRO-FORMA COMBINED FINANCIAL STATEMENTS AND 
TO THE PRO-FORMA CONSOLIDATED BALANCE SHEET (UNAUDITED) 


The pro-forma combined balance sheet aggregates, without material adjustment, the consolidated balance sheets of Brinco 
and Conuco as at May 31, 1979. 


The pro-forma consolidated balance sheet is based on the combined consolidated balance sheet referred to in note 1, 
adjusted to give effect to the following assumptions and transactions as if they had been consummated on May 31, 1979: 


(i) the redemption of all the 1,568,185 Exalta Preferred Shares for $1.00 each, 
(ii) the creation of 10,000,000 Brinco preferred shares with a par value of $5.50 each, issuable in series, 


(iii) the issue of 2,148,928 common shares and 2,148,928 Series A, 7% cumulative, convertible, redeemable, retractable 
preferred shares and 2,148,928 Series B convertible, retractable preferred shares, 


(iv) the valuation of the common shares issued to Conuco shareholders at $7.125 each, being the closing price of Brinco 
common shares on May 2, 1979 — the last day preceding the announcement of the merger; the valuation of the 
preferred shares Series A and the preferred shares Series B issued to Conuco shareholders at $5.50 each, being the 
par value thereof, 


(v) under the purchase method of accounting, the allocation to oil and gas properties of $31,668,000 being the excess of 
the purchase consideration over the shareholders’ equity of Conuco as shown by its consolidated balance sheet at 
May 31, 1979, and 


(vi) the payment of the estimated expenses of the proposed merger of $450,000. 


The combined consolidated statements of earnings, retained earnings and changes in financial position aggregate, without 
material adjustment , the consolidated results of operations and changes in the financial position of Brinco and Conuco for 
the year ended March 31, 1979 and the two months ended May 31, 1979. 


No adjustment has been made to reflect on a pro-forma basis the increased charges to future earnings which will arise as 
a result of the amortization of $31,668,000 allocated to oil and gas properties (see note 2) or to reflect other additional 
charges or savings which may arise as a result of the combination of the operations of Brinco and Conuco. 


The pro-forma combined earnings per common share are based on the assumed weighted average number of Brinco 
common shares outstanding during each applicable period after giving effect to the exchange of Brinco common shares 
for Conuco shares on the basis described above and after providing for the dividend requirement of the preferred shares 
Series A. The fully diluted earnings per common share on a pro-forma basis would not be significantly different from 
the pro-forma basic earnings per common share. 


These combined financial statements and pro-forma concolidated balance sheet should be read in conjunction with 
applicable portions of the notes to the consolidated financial statements of Brinco and Conuco appearing on pages 71 to 
74 and 79 to 82 of this Information Booklet. 


In connection with the merger, reflected in the pro-forma consolidated balance sheet, Brinco intends to furnish certain 


undertakings to Her Majesty the Queen in Right of Canada details of which are set out under the heading “Approval under 
the Foreign Investment Review Act” on page 15 of this Information Booklet. 


Sd 


McLEOD 
YOUNG 
WEIR cvcres 


Commercial Union Tower, Box 433 Toronto-Dominion Centre, Toronto, Ontario M5K 1M2 
Telephone (416) 863-7411 Telex 065-24250 


August 21, 1979 


To the Holders of Common Shares of Brinco Limited and the 
Convertible Preferred Shares and Common Shares of Conuco Limited 


We have been retained by Brinco Limited (’Brinco”’) and Conuco Limited (“Conuco”) 
to furnish an opinion from a financial point of view on the proposed merger of the two 
companies. We have considered both the means of accomplishing this and the appropriate 
ratio between the shares of Brinco and the shares of Conuco on which the merger is to be 
based. 

We have acted as financial advisor to Brinco in connection with the proposed merger 
and have made a business valuation of Brinco as of April 30, 1979. We concluded that the 
value of Brinco’s undertaking, property and assets as at that date, expressed as a value 
per common share, was in the range of $8.25 to $11.50. In preparing our valuation, we 
relied upon information provided by management of Brinco and public sources, as well 
as relevant industry and investment data. As an investment firm, we are not qualified to 
opine on the geological and geophysical data on which Brinco’s reserve estimates and 
production profiles were developed. Accordingly, we accepted the reserve estimates and 
production profile data on Brinco’s mining projects that were made available to us by 
Brinco. Although we have not undertaken a valuation of Conuco, we have examined the 
past trading prices of Conuco’s common shares as well as the findings of two 
independent consultants’ reports on the reserves of Conuco (a report as of May 31, 1979 
by D&S Petroleum Consultants (1974) Ltd. and a report as of March 31, 1979 by McDaniel 
Consultants (1965) Ltd.). 

In arriving at our range of values for the Brinco common shares, we did a separate 
review of each of the following assets of Brinco: 


1) working capital, long term advances and fixed assets; 


3 


(1) 

(2) 25% interest in Coseka Resources Limited (““Coseka’”’); 

(3) 60% interest in the Kitts-Michelin Uranium Project (’’Kitts-Michelin’’); 
) 


60% interest in Abitibi Asbestos Mining Company Limited (‘‘Abitibi Asbestos’’); 
and 


(5) other mining exploration programmes. 


Working capital, long term advances and fixed assets were valued at the book value 
figures budgeted by Brinco’s management as at December 31, 1979. These figures indicate 
no material changes from the actual audited figures as at December 31, 1978. 


The 25% interest in Coseka was attributed a value in excess of the prevailing market 
value of the shares of Coseka at the time of our valuation. However the amount attributed 
to the interest was less than the underlying values derived from reserve evaluations 
proposed by the management of Coseka and confirmed, according to our understanding, 
by independent oil and gas engineers. 


The valuation of the Kitts-Michelin project was based upon a present worth of 
estimated future after-tax cash flows. At the time of preparing our valuation, we were 
aware that Brinco was in the final negotiation stages of a development contract with a 
user-utility and assumed the development of the reserves would be carried out 
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accordingly. In arriving at our estimated value, we took into account certain key variables 
such as the extent of recoverable reserves (including the potential development of possible 
reserves at Michelin and Melody Hill) and annual sales volume of uranium, the selling price 
of uranium and discount factors on future cash flows of 15% and 20%. The ranges in value 
arrived at in utilizing the extremes of each of these variables was further refined to take 
into account certain probability factors relating to each of the variables. 


The value of Brinco’s 60% interest in Abitibi Asbestos was estimated at 2a range of 
values, the lower end of which was calculated on the basis of invested capital at the time of 
our report while the higher end was determined on the basis of present worth at a 15% 
discount factor of estimated future after-tax cash flows assuming commercial operations 
commenced in 1984. 


Other mining exploration programmes were valued at the cumulative amount of 
exploration and development expenditures on projects of current emphasis. 


Our valuation of Brinco did not take into account any dilutionary effects resulting from 
the issue of Brinco shares pursuant to the proposed merger with Conuco nor the addition 
of the Conuco assets and undertakings. However, based upon the valuations made by two 
independent oil and gas engineers of Conuco’s reserves, it is our opinion that the value per 
Brinco common share, after giving effect to the proposed merger, would not be 
significantly adversely affected. 


It is our opinion that the proposed merger of Brinco and Conuco is in the best interests 
of the holders of the common shares of Brinco and of the convertible preferred and 
common shares of Conuco by virtue of producing a stronger and more diversified 
continuing organization with greater improved potential for growth in earnings and assets. 
In our opinion, the proposed plan of merger, which is the result of considerable planning 
and study by Brinco, Conuco and their professional advisors, is satisfactory and suitable. 


It is also our opinion that the proposed securities package being offered by Brinco — 
namely, one common share of Brinco, one Brinco preferred share Series A and one Brinco 
preferred share Series B for every three Conuco shares — is fair and equitable to the 
shareholders of Conuco, based on our valuation of Brinco end the consultants’ reports with 
respect to Conuco’s reserves referred to above. In addition, based upon the prevailing 
market price of the Brinco common shares and our views as to the likely market values for 
the Brinco preferred shares Series A and the Brinco preferred shares Series B (in each 
case, their par value), it is our opinion that the market value of the proposed securities 
package being offered by Brinco, expressed as an amount per Conuco share, exceeds the 
current market price of Conuco’s common shares and compares favourably with the 
historical market prices of Conuco’s common shares. 


Although the proposed merger will result in some immediate dilution to the Brinco 
shareholders, in our opinion this is more than compensated for by a number of factors. 
These include: 


(1) the added diversification of the merged company; 


(2) the increased potential for growth in earnings and assets of the merged company 
in the energy field; and 


(3) the opportunity to maximize the tax position of Brinco and its subsidiaries. 


Yours very truly, 
McLEOD YOUNG WEIR LIMITED 


Per: “David W. Kerr” 
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APPENDIX 
BRINCO PREFERRED SHARES CONDITIONS 


PART A — BRINCO PREFERRED SHARES CLASS PROVISIONS 


The ten million (10,000,000) preferred shares with a par value of $5.50 each (the ‘Preferred 
Shares’’) shall as a class have attached thereto the following terms and conditions (collectively the 
“Preferred Shares Class Provisions”): 


Interpretation 


1. (a) The following words and phrases wherever used in these Preferred Shares Class Provisions 
shall have the following meanings, unless there be something in the context inconsistent therewith: 


“Act’” means The Companies Act, Revised Statutes of Newfoundland 1970, Chapter 54, as 
the same may be from time to time amended, re-enacted or replaced. 


“Common Shares” means the common shares without nominal or par value of the Com- 
pany. 
“directors’’ means the board of directors of the Company for the time being and reference 


without more to action by the directors shall mean action by the directors as a board or by 
any authorized committee thereof. 


“Junior Shares” means the Common Shares and any other class of shares of the Company 
which ranks after or is subordinated to the Preferred Shares as to payment of dividends 
and/or as to return of capital. 


(b) Words importing the singular number only shall include the plural and vice versa and 
words importing the masculine gender shall include the feminine gender and vice versa and words 
importing persons shall include firms, associations and corporations and vice versa. 


Issue in Series 


2. The Preferred Shares may at any time and from time to time be issued in one or more series, 
each series to consist of such number of shares as may, before issuance thereof, be determined by 
the directors. 


Directors’ Determination of Terms and Conditions Attaching to the Preferred Shares 


3. The directors may from time to time by resolution fix before issuance the designation, rights, 
privileges, preferences, restrictions and conditions to attach to the Preferred Shares of each series 
including, without limiting or restricting the generality of the foregoing, preferential dividends (if 
any), the rate, amount or method of calculation of such dividends, whether cumulative, non- 
cumulative or partially cumulative, the currency or currencies of payment and the date or dates and 
places of payment thereof; the restrictions, if any, respecting payment of dividends on any Junior 
Shares; the rights of the Company, if any, to redeem any Preferred Shares of such series, the con- 
sideration for and terms and conditions of any such redemption and the restrictions, if any, upon 
the reissue of any Preferred Shares of such series so redeemed; the terms and conditions of any 
redemption fund or sinking fund or similar fund providing for the redemption of Preferred Shares 
of such series; the rights of retraction, if any, vested in the holders of Preferred Shares of such 
series and the prices and other terms and conditions of any rights of retraction; voting rights (if 
any); conversion or exchange rights (if any) into other shares or securities of the Company and the 
terms and conditions of any other provisions attaching to the Preferred Shares of such series. 


Rateable Participation in Respect of Cumulative Dividends and Return of Capital 


4. When any fixed cumulative dividends or amounts payable on a return of capital are not paid 
in full, the cumulative Preferred Shares of all series shall participate rateably with all shares, if any, 
ranking on a parity with the Preferred Shares with respect to payment of dividends, in respect of 
such dividends (but only to the extent of and in those cases where a series of Preferred Shares 
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bears cumulative preferential dividends) including accumulated dividends, if any, in accordance 
with the sums which would be payable on the cumulative Preferred Shares and such other shares if 
all such dividends were declared and to be paid in full, and Preferred Shares shall participate 
equally and rateably with all shares, if any, ranking on a parity with the Preferred Shares with 
respect to return of capital in respect of any return of capital in accordance with the sums which 
would be payable on the Preferred Shares and such other shares on such return of capital if all 
sums so payable were paid in full in accordance with their terms. 


Preferences 


5. The Preferred Shares shall, with respect to the payment of accumulated dividends, be entitled 
to preference over Junior Shares ranking junior to the Preferred Shares as to payment of dividends, 
and, with respect to the distribution of assets in the event of the liquidation, dissolution or winding 
up of the Company or other distribution of assets of the Company among shareholders for the pur- 
pose of winding up its affairs, whether voluntary or involuntary, be entitled to preference over the 
Junior Shares ranking junior to the Preferred Shares as to return of capital. Subject as aforesaid 
and to clause 6 of these Preferred Shares Class Provisions, the Preferred Shares may also be given 
such other preferences over the Junior Shares as may be determined in the case of each series of 
Preferred Shares authorized to be issued. 


Parity 


6. The Preferred Shares of each series shall rank on a parity with the Preferred Shares of every 
other series with respect to the payment of dividends (but only to the extent of and in those cases 
where a series of Preferred Shares bears dividends) and in the distribution of assets of the Com- 
pany among shareholders for the purpose of winding-up its affairs, whether voluntary or involun- 
tary; provided, however, that in case such assets are insufficient to pay in full the amount due on 
all the Preferred Shares then outstanding, then such assets shall be applied firstly, to the payment 
equally and rateably of an amount equal to the capital paid up on the Preferred Shares of each 
series and the premium thereon, if any, secondly, pro rata to the payment of accrued and unpaid 
cumulative dividends (if any) and thirdly, pro rata to the payment of declared and unpaid non- 
cumulative dividends (if any), as the case may be, in accordance with the provisions of clause 5 of 
these Preferred Shares Class Provisions mutatis mutandis. 


Creation and Issue of Additional Preferred Shares 


7. Nothing herein contained shall require or be deemed to require any sanction from the holders 
of the Preferred Shares or any of them for the creation of additional preferred shares (other than 
preferred shares which by their terms rank prior to the Preferred Shares in any respect), provided: 


(a) that the conditions, if any, set forth in any resolution of the directors with respect to any 
series of the Preferred Shares shall have been complied with; and 


(b) that the Company may not, without the sanction of the holders of the Preferred Shares 
given as hereinafter specified, cause any such additional preferred shares to rank prior to 
the Preferred Shares in any respect or, unless such additional preferred shares shall be 
Preferred Shares, to rank on a parity with the Preferred Shares in all respects, 


and it is a term of the issue of any of the Preferred Shares that the holders thereof consent to the 
creation of any such additional preferred shares. 


No Pre-Emptive Right 


8. The holders of the Preferred Shares shall not as such be entitled as of right to subscribe for or 
purchase or receive any part of any issue of shares or other securities of the Company now or 
hereafter authorized otherwise than in accordance with the conversion, exchange or other rights if 
any, which may from time to time attach to any series of the Preferred Shares. 
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Redemption 


9. Subject to the provisions of the Act and to the provisions relating to the Preferred Shares of 
any series, the Company may, upon giving notice as hereinafter provided, redeem at any time the 
whole or from time to time any part of the then outstanding Preferred Shares of any series on 
payment for each share to be redeemed of the par value thereof together with (i) such premium (if 
any) determined for that purpose in respect of such series plus, (ii) in the case of cumulative Prefer- 
red Shares, an amount equal to all unpaid cumulative dividends (which for such purpose, shall be 
calculated as if such dividends were accruing from day to day for the period from the expiration of 
the last period for which dividends have been paid up to and including the date of such redemp- 
tion), and (iii) in the case of non-cumulative Preferred Shares, all declared and unpaid non- 
cumulative dividends. In case the Company desires to redeem part only of the Preferred Shares of 
any series, the shares of such series to be redeemed shall be selected by lot in such manner as the 
directors may determine or, if the directors so determine, may be redeemed pro rata disregarding 
fractions. 


Procedure on Redemption 


10. In any case of redemption of Preferred Shares of any series under the provisions of clause 9 of 
these Preferred Shares Class Provisions, the Company shall, at least thirty (30) days before the date 
specified for redemption, mail to each person who at the date of mailing is a registered holder of 
Preferred Shares of such series to be redeemed a notice in writing of the intention of the Company 
to redeem such last-mentioned shares. Such notice shall be mailed in an envelope, postage pre- 
paid, addressed to each such shareholder at his address as it appears on the books of the Company 
or in the event of the address of any such shareholder not so appearing then to the last known 
address of such shareholder; provided, however, that accidental failure or omission to give any 
such notice to one (1) or more of such holders shall not affect the validity of such redemption. Such 
notice shall set out the redemption price and the date on which redemption is to take place and if 
part only of the Preferred Shares of such series held by the person to whom it is addressed is to be 
redeemed the number thereof so to be redeemed. On or after the date so specified for redemption 
the Company shall pay or cause to be paid to or to the order of the registered holders of the Prefer- 
red Shares of such series to be redeemed the redemption price thereof on presentation and surren- 
der, at the registered office of the Company or any other place within Canada designated in such 
notice, of the certificates representing the Preferred Shares of such series so called for redemption. 
Such payment shall be made by cheques payable at par at any branch of the Company’s bankers 
for the time being in Canada. If a part only of the Preferred Shares of such series represented by 
any certificate shall be redeemed, a new certificate for the balance shall be issued at the expense of 
the Company. From and after the date specified for redemption in any such notice the Preferred 
Shares of such series called for redemption shall cease to be entitled to dividends and the holders 
thereof shall not be entitled to exercise any of the rights of shareholders in respect thereof unless 
payment of the redemption price shall not be made upon presentation of certificates in accordance 
with the foregoing provisions, in which case the rights of the holders shall remain unaffected. The 
Company may include in any such notice a statement that the moneys required for the payment of 
the redemption price have been deposited or will be deposited on or before the opening of 
business on the date specified for redemption or a specified date prior to such date with a specified 
chartered bank or a specified trust company in Canada in trust for the respective holders of such 
shares to be paid to them respectively upon surrender to such bank or trust company of the certifi- 
cate or certificates representing same, or that the Company has set aside such moneys or will be 
setting aside such moneys on or before the opening of business on the date specified for redemp- 
tion or a specified date prior to such date in trust for the respective holders of such shares to be 
paid to them respectively upon surrender to the Company of the certificate or certificates repre- 
senting the same and upon (i) the giving of such notice, and (ii) such deposit being made or such 
moneys being set aside, whichever is the later, such shares shall be deemed to be redeemed and all 
rights of the holders of such shares as against the Company shall be limited to receiving the 
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amount so deposited or set aside without interest and such holders shall cease to be entitled to 
dividends or any other participation in the assets of the Company and shall not be entitled to exer- 
cise any other rights as holders of the Preferred Shares so redeemed. 


Amendments 


11. The provisions of clauses 1 to 12, inclusive hereof, or any of them, may be repealed, altered, 
modified, amended or amplified only with the sanction of the holders of the Preferred Shares given 
as hereinafter specified in addition to any other approval required by the Act. 


Sanction by Holders of Preferred Shares 


12. The sanction of holders of the Preferred Shares or of any series of the Preferred Shares as to 
any and all matters referred to herein or as to any change adversely affecting the rights or 
privileges of the Preferred Shares or of such series may, subject to the provisions (if any) applicable 
to such series, be given by resolution passed at a meeting of such holders duly called for such 
purpose and held upon at least twenty-one (21) days’ notice at which the holders of at least a 
majority of the outstanding Preferred Shares or Preferred Shares of such series, as the case may 
be, are present or represented by proxy and carried by the affirmative vote of the holders of not 
less than sixty-six and two-thirds per cent (66-2/3%) of the Preferred Shares or Preferred Shares of 
such series, as the case may be, represented and voted at such meeting cast on a poll. If at any 
such meeting the holders of a majority of the outstanding Preferred Shares or Preferred Shares of 
such series, as the case may be, are not present or represented by proxy within half an hour after 
the time appointed for the meeting then the meeting shall be adjourned to such date being not less 
than fourteen (14) days later and to such time and place as may be appointed by the chairman and 
at least ten (10) days’ notice shall be given of such adjourned meeting but it shall not be necessary 
in such notice to specify the purpose for which the meeting was originally called. At such 
adjourned meeting the holders of Preferred Shares or Preferred Shares of such series, as the case 
may be, present or represented by proxy shall constitute a quorum and may transact the business 
for which the meeting was originally convened and a resolution passed thereat by the affirmative 
vote of the holders of not less than sixty-six and two-thirds per cent (66-2/3%) of the Preferred 
Shares or Preferred Shares of such series, as the case may be, represented and voted at such 
adjourned meeting cast on a poll shall constitute the sanction of the holders of Preferred Shares or 
Preferred Shares of such series referred to in this clause 12. The formalities to be observed with 
respect to the giving of notice of any such meeting or adjourned meeting and the conduct thereof 
shall be those which may from time to time be prescribed in the Memorandum or Articles of 
Association of the Company with respect to meetings of shareholders. On every poll taken at every 
such meeting or adjourned meeting every holder of Preferred Shares shall be entitled to one (1) 
vote in respect of each Preferred Share held. 
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BRINCO PREFERRED SHARES SERIES PROVISIONS 


PART B — Preferred Shares Series A 


The first series of Preferred Shares is designated as 7% cumulative convertible redeemable 
retractable preferred shares series A (the ‘‘Preferred Shares Series A’’) and, in addition to the rights, 
privileges, preferences, conditions and restrictions attached to the Preferred Shares as a class, shall 
have attached thereto the following rights, privileges, preferences, conditions and restrictions (col- 
lectively the ‘Preferred Shares Series A Series Provisions”): 


Interpretation 


1. (a) The following words and phrases whenever used in these Preferred Shares Series A Series 
Provisions shall have the following meanings, unless there be something in the context inconsistent 
therewith: 


‘Additional Equity Shares’’ means any Equity Shares issued after May 1, 1979 (including 
Class A Shares) other than (a) Common Shares issued upon conversions of Preferred 
Shares Series A or Preferred Shares Series B; (b) Equity Shares issued upon exercise of 
stock options heretofore or hereafter granted to officers or employees of the Company or of 
any subsidiary or of any affiliate designated as such by the directors; and (c) Equity Shares 
issued to any such officers or employees or to a trustee on their behalf pursuant to any 
stock purchase or analogous plan; provided that a subdivision or consolidation of Equity 
Shares or a reclassification or change of Equity Shares shall not constitute an issue of 
Additional Equity Shares. 


‘Adjusted Consolidated Net Earnings Available for Dividends” means all the gross earnings 
and income of the Company and all its subsidiaries (if any) from all sources, less all 
administrative, selling and operating charges and expenses (except such charges and 
expenses as are chargeable to capital account in accordance with generally accepted 
accounting principles) of every character of the Company and all its subsidiaries (excluding 
extraordinary gains or losses on the disposal of investments and fixed assets) arrived at on 
a consolidated basis in accordance with generally accepted accounting principles; if, at the 
time of determining Adjusted Consolidated Net Earnings Available for Dividends for any 
past period in connection with a proposed issue of Preferred Shares or any other shares 
ranking in priority to or on a parity with the Preferred Shares Series A, the Company or any 
subsidiary has acquired, is in the process of acquiring, or proposes to acquire, any property 
or any shares of any other company (sufficient with any shares of such company already 
owned by the Company or a subsidiary to result in such other company becoming a sub- 
sidiary) and if the net proceeds of the then proposed issue of shares are to be applied 
directly or indirectly towards the cost of or in reimbursement of the cost of the acquisition 
of such property or shares (as to all of which a resolution of the board of directors shall be 
conclusive and binding) then the net earnings or net losses of such property or such other 
company (calculated in accordance with the provisions herein contained respecting 
Adjusted Consolidated Net Earnings Available for Dividends) for the whole of the period for 
which Adjusted Consolidated Net Earnings Available for Dividends are to be computed 
shall, if in the opinion of the Company’s auditors the Company has access to data sufficient 
to enable such auditors to determine such net earnings or net losses, be treated as net 
earnings or net losses, as the case may be, in the computation of Adjusted Consolidated 
Net Earnings Available for Dividends. As at the time of determining Adjusted Consolidated 
Net Earnings Available for Dividends for any past period in connection with a proposed 
issue of shares and if the net proceeds of the then proposed issue of shares are to be 
applied in whole or in part to repay indebtedness of the Company or any subsidiary then 
the interest paid by the Company or the subsidiary, as the case may be, during the period 
of time in question with respect to the indebtedness to be repaid shall not be deducted as 
an expense in the computation of Adjusted Consolidated Net Earnings Available for 
Dividends and taxes paid or payable shall be appropriately adjusted. 
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“Amalgamation” means the amalgamation of Conuco Limited, Caballero Exploration Ltd., 
Canada 91639 Limited and Exalta Petroleums Ltd. pursuant to the terms of a Merger and 
Amalgamation Agreement made as of the 13th day of June, 1979 between the Company 
and the foregoing companies. 


“business day’’ shall be a day other than a Saturday, a Sunday or any other day that is 
treated as a holiday in the municipality where the Company’s principal office in Canada is 
situated. 

“Class A Shares’’ means the Common Shares held by the Company and which are not 
outstanding and which have been designated by legislation of the Province of Newfound- 
land as Class A Shares of the Company for so long as such shares are held by the 
Company and are not outstanding. 


“close of business’’ means the normal closing hour of the principal office in the City of 
Toronto of the transfer agent for the Preferred Shares Series A. 


“Conversion Basis’”’ at any time means the number of Common Shares into which one (1) 
Preferred Share Series A shall be convertible at such time in accordance with the provi- 
sions of clause 3 hereof. 


“Effective Date of the Amalgamation’’ means the date of issuance of the Certificate of 
Amalgamation by the Registrar of Companies under and pursuant to The Companies Act 
(Alberta) in respect of the Amalgamation. 


“Equity Shares’’ means the Common Shares as said shares were constituted on May 1, 
1979 and shares of any other class or other securities, as the case may be, resulting from 
the re-classification of such Common Shares as provided in clause 3 hereof. 


“Equivalent Conversion Price’’ at any time means the quotient obtained by dividing the 
sum of $5.50 by the Conversion Basis in effect at such time. 


‘Market Price’: 


(i) of the Common Shares at any date, means the weighted average of the closing board 
lot trading prices per share of the Common Shares on The Toronto Stock Exchange (or, 
if the Common Shares are not listed on The Toronto Stock Exchange, on such stock 
exchange on which such shares are listed as may be selected for the purpose by the 
directors) during the twenty (20) most recent trading days on which there have been 
board lot trades immediately prior to the fourth (4th) day preceding such date. In the 
event that the Common Shares are not listed on any stock exchange, the Market Price 
of the Common Shares shall be determined by the directors; and 


(ii) of the Preferred Shares Series A for the purposes of clause 6 hereof, means the 
weighted average as at the last day of any fiscal year of the Company of the closing 
board lot trading prices per share of the Preferred Share Series A on The Toronto 
Stock Exchange (or, if the Preferred Shares Series A are not listed on The Toronto 
Stock Exchange, on such stock exchange on which such shares are listed as may be 
selected for the purpose by the directors) during those trading days during the last 
completed fiscal year of the Company on which there have been board lot trades. In 
the event that the Preferred Shares Series A are not listed on any stock exchange, the 
Market Price of the Preferred Shares Series A shall be determined by the directors. 


“Preferred Shares Series B’’ means the convertible retractable preferred shares series B 
with a par value of $5.50 each of the Company, being the second series of Preferred Shares. 


“Shareholders’ Equity’’ means at any given time an amount equal to the aggregate of 
retained earnings or deficit and contributed surplus of the Company and its subsidiaries 
and the amount paid-up on issued and outstanding Preferred Shares, shares of the Com- 
pany ranking on a parity with or junior to the Preferred Shares and Common Shares of the 
Company, arrived at on a consolidated basis in accordance with generally accepted 
accounting principles. 
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“subsidiary company” or “‘‘subsidiary’’ means any corporation or company of which more 
than fifty per cent (50%) of the outstanding shares carrying voting rights at all times (pro- 
vided that the ownership of such shares confers the right at all times to elect at least a 
majority of the board of directors of such corporation or company) are for the time being 
owned by or held for the Company and/or any other corporation or company in like rela- 
tion to the Company and includes any corporation or company in like relation to a sub- 
sidiary and, in addition, means any other corporation or company the revenue and expense 
accounts of which may, from time to time, be consolidated by the Company in the revenue 
and expense accounts forming part of annual financial statements of the Company in 
accordance with generally accepted accounting principles. 


(b) Clause 1 of the Preferred Shares Class Provisions entitled ‘Interpretation’ is incorporated 
herein. 


(c) In the event that any date on which any dividends on the Preferred Shares Series A are 
payable by the Company, or on or by which any other action is required to be taken by the Company 
under these Preferred Shares Series A Series Provisions is not a business day, then such dividend 
shall be payable, or such other action shall be required to be taken, on or by the next succeeding 
day which is a business day. 


Dividends 


2. The holders of the Preferred Shares Series A shall be entitled to receive, and the Company 
shall pay thereon, as and when declared by the directors out of the moneys of the Company prop- 
erly applicable to the payment of dividends, fixed cumulative preferential cash dividends at the rate 
of 7% per annum on the amounts from time to time paid up thereon, payable quarterly on 
the last day of March, June, September and December in each year. The initial dividend, if de- 
clared, will be payable on December 31, 1979. If on any dividend payment date the dividend pay- 
able on such date is not paid in full on all of the Preferred Shares Series A then issued and out- 
standing, such dividend or the unpaid part thereof shall be paid on a subsequent date or dates to 
be determined by the directors on which the Company shall have sufficient moneys properly 
applicable, under the provisions of any applicable law, to the payment of same. Fixed cumulative 
preferential cash dividends on the Preferred Shares Series A shall accrue from the Effective Date of 
the Amalgamation. The holders of the Preferred Shares Series A shall not be entitled to any 
dividend other than or in excess of the cumulative preferential cash dividends hereinbefore pro- 
vided. Cheques of the Company payable in lawful money of Canada at par at any branch of the 
Company’s bankers for the time being in Canada shall be issued in respect of the said dividends 
(less any tax required to be deducted) and payment thereof shall satisfy such dividends. 


Conversion 


3. (a) Right of Conversion. The holders of the Preferred Shares Series A shall have the right, at 
any time and from time to time, up to the close of business on the Retraction Date (as 
defined in clause 4 of these Preferred Shares Series A Series Provisions), subject as 
hereinafter provided and to any adjustment to the Conversion Basis as hereinafter provided, 
to convert all or any of their Preferred Shares Series A into Common Shares, on the basis 
of 0.55 of a Common Share for each Preferred Share Series A converted. The Company 
shall send a notice to each holder of Preferred Shares Series A not earlier than one 
hundred and sixty (160) days and not later than sixty (60) days prior to the Retraction Date 
advising such holder of the expiration of the right of conversion. Such notice shall be sent 
in the manner provided for in clause 10 of the Preferred Share Class Provisions. 


(b) Conversion Procedure. The conversion right herein provided for may be exercised by 
notice in writing given to the transfer agent for the time being of the Company for the 
Preferred Shares Series A at its principal office in the City of Toronto, or at any other city 
or cities as the Company may from time to time designate, accompanied by the certificate 
or certificates representing the Preferred Shares Series A in respect of which the holder 
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(c) 


(d 


(e 


— 


— 


thereof desires to exercise such right of conversion. Such notice shall be signed by such 
holder or his duly authorized attorney and shall specify the number of Preferred Shares 
Series A which the holder desires to have converted. The certificate or certificates for such 
shares need not be endorsed, except in the circumstances hereinafter contemplated, and 
the certificates for Common Shares resulting from conversion shall be issued in the name 
of the registered holder of the Preferred Shares Series A converted or in such name or 
names as such registered holder may direct in writing (either in the notice referred to 
above or otherwise), provided that such registered holder shall pay any applicable security 
transfer taxes. If the certificates for Common Shares resulting from conversion are to be 
issued in a name other than that of the registered holder of the Preferred Shares Series A, 
the transfer form on the back of the certificate(s) representing such Preferred Shares Series 
A shall be endorsed by the registered holder thereof or his duly authorized attorney, with 
signature guaranteed in a manner satisfactory to the Company’s transfer agent for the 
Preferred Shares Series A. If less than all the Preferred Shares Series A represented by any 
certificate or certificates accompanying any such notice are to be converted, the holder 
shall be entitled to receive, at the expense of the Company, a new certificate representing 
the Preferred Shares Series A comprised in the certificate or certificates surrendered as 
aforesaid which are not to be converted. 


Effect of Redemption. \n the case of any Preferred Shares Series A which may be called for 
redemption, the right of conversion thereof shall, notwithstanding anything herein con- 
tained, cease and terminate at the close of business on the business day immediately pre- 
ceding the date fixed for redemption, provided, however, that if the Company shall fail to 
redeem such Preferred Shares Series A in accordance with the notice of redemption the 
right of conversion shall thereupon be restored. 


Effective Date of Conversion. Subject as hereinafter provided in this clause 3, Preferred 
Shares Series A shall be deemed to have been converted into Common Shares on the 
respective dates of surrender of certificates representing the Preferred Shares Series A to 
be converted accompanied by notice in writing as provided in subclause 3(b) hereof, not- 
withstanding any delay in the delivery of certificates representing the Common Shares into 
which such Preferred Shares Series A have been converted. 


Adjustment of Conversion Basis. 


(i) If the Company shall declare a dividend or make a distribution on its outstanding 
Common Shares payable in Common Shares, or shall subdivide its outstanding Com- 
mon Shares into a greater number of shares, or shall consolidate its outstanding 
Common Shares into a smaller number of shares (any such event being herein called a 
“Common Share Reorganization’’) then the Conversion Basis shall be proportionately 
adjusted immediately after the record date at which the holders of Common Shares are 
determined for purposes of the Common Share Reorganization and any holder of Pre- 
ferred Shares Series A who has not exercised his right of conversion prior to the effec- 
tive date of such Common Share Reorganization shall be entitled to receive and shall 
accept, upon the exercise of such right at any time on such effective date or thereafter, 
in lieu of the number of Common Shares to which he was theretofore entitled upon 
conversion, the aggregate number of Common Shares of the Company that such 
holder would have been entitled to receive as a result of such Common Share 
Reorganization if, on the effective date thereof, he had been the registered holder of 
the number of Common Shares to which he was theretofore entitled upon conversion. 


(ii) If there is a capital reorganization of the Company not covered by subclause 3(e)(i) 
hereof or a consolidation or merger or amalgamation of the Company with or into any 
other company including by way of a sale whereby all or substantially all of the Com- 
pany’s undertaking and assets would become the property of any other company (any 
of which is herein called a ‘‘Capital Reorganization’), any holder of Preferred Shares 
Series A who has not exercised his right of conversion prior to the effective date of 
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(iii) 


(iv) 


such Capital Reorganization shall be entitled to receive and shall accept, upon the 
exercise of such right at any time on the effective date or thereafter, in lieu of the 
number of Common Shares to which he was theretofore entitled upon conversion, the 
aggregate number of shares or other securities or property of the Company or of the 
company resulting from or purchasing under the Capital Reorganization, that such 
holder would have been entitled to receive as a result of such Capital Reorganization if, 
on the effective date thereof, he had been the registered holder of the number of 
Common Shares to which he was theretofore entitled upon conversion; provided that 
no such Capital Reorganization shall be carried into effect unless, in the opinion of the 
directors, all necessary steps shall have been taken to ensure that the holders of the 
Preferred Shares Series A shall thereafter be entitled to receive such number of shares 
or other securities or property of the Company or of the company resulting from or 
purchasing under the Capital Reorganization, subject to adjustment thereafter in accor- 
dance with provisions similar, as nearly as may be, to those contained in this clause 3. 


If the Company shall issue options, rights or warrants to holders of its outstanding 
Common Shares under which such holders are entitled to subscribe for or purchase 
Additional Equity Shares at a subscription or purchase price per share less than the 
Market Price in effect on the record date for such issue (any such event being herein 
called a ‘‘Rights Offering’), then the Conversion Basis shall be adjusted immediately 
after the record date at which the holders of Common Shares are determined for the 
purpose of the Rights Offering by dividing into $5.50 the adjusted Equivalent Conver- 
sion Price determined by multiplying the Equivalent Conversion Price in effect on such 
record date by a fraction, of which the numerator shall be the total number of Com- 
mon Shares outstanding on such record date plus a number determined by dividing 
the aggregate subscription price of the total number of Additional Equity Shares 
offered for subscription or purchase under the Rights Offering by the Market Price on 
such record date and of which the denominator shall be the total number of Common 
Shares outstanding on such record date plus the total number of Additional Equity 
Shares offered for subscription or purchase. The resulting quotient, adjusted to the 
nearest 1/100th, shall thereafter be the Conversion Basis until further adjusted as pro- 
vided in this clause 3. If at the date of expiry of the options, rights or warrants less 
than all of them have been exercised so that less than all of the Equity Shares issuable 
with respect thereto have been issued, then the Conversion Basis shall be re-adjusted 
immediately after the date of expiry to the Conversion Basis which would have been in 
effect on such date of expiry if the only options, rights or warrants issued had been 
those that were exercised. 


If the Company shall at any time or from time to time in any manner issue or sell any 
shares or securities convertible into or exchangeable for Common Shares (such con- 
vertible or exchangeable shares or securities being herein called ‘Convertible Se- 
curities’’), whether or not the rights to exchange or convert the same are immediately 
exercisable, and the price per share for which Common Shares are issuable upon such 
conversion or exchange (determined by dividing (a) the total amount received or 
receivable by the Company as consideration for the issue of such Convertible Se- 
curities plus the minimum aggregate amount of additional consideration, if any, payable 
to the Company upon the conversion or exchange of all such Convertible Securities, by 
(b) the total maximum number of Common Shares issuable upon the conversion or 
exchange of all such Convertible Securities) shall be less than the Market Price in effect 
immediately prior to the time of such issue or sale of Convertible Securities (any such 
event being herein called an ‘‘Issue of Convertible Securities”), then the Conversion 
Basis shall be adjusted immediately after such issue or sale by dividing into $5.50 the 
adjusted Equivalent Conversion Price determined by multiplying the Equivalent Con- 
version Price in effect at such time by a fraction, of which the numerator shall be the 
total number of Common Shares outstanding at such date plus a number determined 


A-9 


(v) 


(vi) 


by dividing the aggregate issue or sale price of the total number of Common Shares 
issuable upon the conversion or exchange of all such Convertible Securities by the 
Market Price on the date of such issue or sale and of which the denominator shall be 
the total number of Common Shares outstanding on the date of such issue or sale plus 
the total number of Common Shares issuable upon such conversion or exchange. The 
resulting quotient, adjusted to the nearest 1/100th, shall thereafter be the Conversion 
Basis until further adjusted as provided in this clause 3. If, at the date of expiry of any 
conversion or exchange rights of or appertaining to any Convertible Securities, less 
than all of the Convertible Securities have been converted or exchanged so that less 
than all of the Common Shares issuable with respect thereto have been issued, then 
the Conversion Basis shall be re-adjusted immediately after such date of expiry to the 
Conversion Basis which would have been in effect on such date of expiry if the only 
Convertible Securities issued or sold had been those that were converted or 
exchanged. For the purposes of this subclause 3(e)(iv), Convertible Securities shall be 
deemed to be issued on the date on which the Company enters into an enforceable 
agreement to issue such Convertible Securities. 


If the Company shall at any time or from time to time issue or sell Additional Equity 
Shares, other than pursuant to the exercise of a conversion or exchange right attaching 
to a Convertible Security, at a price per share less than the Market Price in effect on the 
date of such issue or sale and such issue or sale does not constitute a Common Share 
Reorganization, a Capital Reorganization or a Rights Offering (any such event being 
herein called a “New Issue’”’), then the Conversion Basis shall be adjusted immediately 
after the date of such issue or sale by dividing into $5.50 the adjusted Equivalent Con- 
version Price determined by multiplying the Equivalent Conversion Price in effect on 
the date of issue or sale by a fraction, of which the numerator shall be the total 
number of Common Shares outstanding on the date of issue or sale plus a number 
determined by dividing the aggregate of the subscription price of the total number of 
Additional Equity Shares so issued or sold by the Market Price on the date of issue or 
sale and of which the denominator shall be the total number of Common Shares out- 
standing on the date of such issue or sale plus the total number of Additional Equity 
Shares issued or sold. The resulting quotient, adjusted to the nearest 1/100th, shall 
thereafter be the Conversion Basis until further adjusted as provided in this clause 3. 
For the purposes of this subclause 3 (e) (v), Additional Equity Shares shall be deemed 
to be issued on the date on which the Company enters into an enforceable agreement 
to issue such Additional Equity Shares. 


If the Company shall issue or distribute to the holders of its outstanding Common 
Shares, shares of any class other than Common Shares, or options, rights or warrants, 
or evidences of indebtedness or any other assets (apart from cash) and such issuance 
or distribution does not constitute a Common Share Reorganization, a Capital Reor- 
ganization, a Rights Offering, an Issue of Convertible Securities or a New Issue (any 
such event being herein called a “Special Distribution’), then the Conversion Basis 
shall be adjusted immediately after the record date at which the holders of Common 
Shares are determined for purposes of the Special Distribution by dividing into $5.50 
the adjusted Equivalent Conversion Price determined by multiplying the Equivalent 
Conversion Price in effect on the record date by a fraction, of which the numerator 
shall be a number determined by multiplying the total number of Common Shares out- 
standing on such record date by the Market Price on such date and deducting from the 
amount so obtained the aggregate fair market value, as determined by the directors, of 
the shares, options, rights, warrants, evidences of indebtedness or other assets dis- 
tributed in the Special Distribution and of which the denominator shall be the total 
number of Common Shares outstanding on such record date multiplied by the Market 
Price on such record date (provided that no such adjustment shall be made if the result 


A-10 


(f) 


of such adjustment would be to decrease the Conversion Basis in effect immediately 
before such record date). The resulting quotient, adjusted to the nearest 1/100th, shall 
thereafter be the Conversion Basis until further adjusted as provided in this clause 3. 


(vii) If any re-classification or other change shall be made in the outstanding Common 


Shares, which re-classification or other change does not constitute a Common Share 
Reorganization or a Capital Reorganization, then the Conversion Basis shall be adjusted 
in such manner as the auditors of the Company determine to be appropriate. 


Conversion Adjustment Rules. The following rules and procedures shall be applicable to 
Conversion Basis adjustments made pursuant to subclause 3 (e) hereof: 


(i) 


(ii) 


(iii) 


(iv) 


(v) 


(vi) 


any Common Shares (which for all purposes of this subsection (i) shall include Class A 
Shares) owned by or held for the account of the Company shall be deemed not to be 
outstanding but, for the purposes of this subsection (i), any Common Shares owned by 
a pension plan for employees of the Company or its subsidiaries shall not be con- 
sidered to be owned by or held for the account of the Company; 


in the case of any issue by the Company of Additional Equity Shares for cash, the con- 
sideration received by the Company therefor shall be deemed to be the amount of cash 
received by the Company for such Additional Equity Shares before deducting there- 
from the amount of any commission, discount or other expenses which have been paid 
or incurred by the Company for any underwriting of, or otherwise in connection with, 
the issuance or sale of such Additional Equity Shares; 


if the purchase price provided for in any Rights Offering referred to in subclause 3 (e) 
(iii) is decreased, or the rate at which any Convertible Securities referred to in sub- 
clause 3 (e) (iv) are convertible into or exchangeable for Common Shares is increased, 
the Conversion Basis shall forthwith be changed so as to increase the Conversion Basis 
to such Conversion Basis as would have obtained had the adjustment made upon the 
issuance of such Rights Offering or Convertible Securities been made upon the basis of 
such purchase price as so decreased or such rate as so increased, provided that the 
provisions of this subsection (iii) shall not apply to any such increase or decrease 
resulting from provisions in any such Rights Offering or Convertible Securities 
designed to prevent dilution if such increase or decrease shall not have been propor- 
tionately greater than the increase, if any, in the Conversion Basis to be made at the 
same time pursuant to the provisions of this clause 3; 


no adjustment in the Conversion Basis shall be required unless a decrease of at least 
one per cent (1%) in the prevailing Equivalent Conversion Price would result, provided, 
however, that any adjustment which, except for the provisions of this subsection (iv) 
would otherwise have been required to be made, shall be carried forward and taken 
into account in any subsequent adjustment; 


if any question shall at any time arise with respect to adjustments in the Conversion 
Basis, such question shall be conclusively determined by the auditors of the Company 
and any such determination shall be binding upon the Company and all transfer agents 
and all shareholders of the Company; 


forthwith after any adjustment in the Conversion Basis pursuant to the foregoing sub- 
clause 3 (e), the Company shall file with the transfer agent of the Company for the 
Preferred Shares Series A, a certificate certifying as to the amount of such adjustment 
and, in reasonable detail, the event requiring and the manner of computing such 
adjustment; the Company shall also at such time give written notice to the registered 
holders of Preferred Shares Series A of the Conversion Basis and the Equivalent Con- 
version Price following such adjustment and clause 10 of the Preferred Share Class 
Provisions with respect to the giving of notice of redemption shall apply mutatis 
mutandis to the giving of such notice; and 
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(vii) in the case of a New Issue for consideration other than cash, the adjustment required 
by subclause 3 (e) (v) hereof shall be based on the fair market value of such consider- 
ation, as determined by the directors. 

(g) Entitlement to Dividends. A holder of Preferred Shares Series A on the record date for any 
dividend declared payable on such share will be entitled to such dividend notwithstanding 
that such share is converted after such record date and before the payment date of such 
dividend, and the registered holder of any Common Share resulting from any conversion 
shall be entitled to rank equally with the registered holders of all other Common Shares in 
respect of all dividends declared payable to holders of Common Shares of record on any 
date after the date of conversion. Subject as aforesaid, no payment or adjustment will be 
made on account of any dividend, accured or otherwise, on the Preferred Shares Series A 
converted or the Common Shares resulting from any conversion. 
Notice of Certain Events. \f the Company intends to fix a record date for any Common 
Share Reorganization (other than the subdivision of outstanding Common Shares into a 
greater number of shares or the consolidation of outstanding Common Shares into a 
smaller number of shares) or for any Capital Reorganization or for any Rights Offering or 
Special Distribution, the Company shall, not less than twenty-one (21) days prior to such 
record date, notify each registered holder of Preferred Shares Series A of such intention by 
written notice to the extent that such particulars have been determined at the time of giv- 
ing the notice and the provisions of clause 10 of the Preferred Shares Class Provisions with 
respect to the giving of notice of redemption shall appply mutatis mutandis to the giving of 
such notice. 

(i) Avoidance of Fractional Shares. |n any case where a fraction of a Common Share would 
otherwise be issuable on conversion of one (1) or more Preferred Shares Series A, the 
Company shall adjust such fractional interest by the payment by cheque of an amount 
equal to the then current market value of such fractional interest computed on the basis of 
the last board lot sale price (or the last bid price if there had been no board lot sale) for 
the Common Shares on The Toronto Stock Exchange (or, if the Common Shares are not 
listed on The Toronto Stock Exchange, on such stock exchange on which such shares are 
listed as may be selected for such purpose by the directors) next preceding the date of 
such surrender. In the event that the Common Shares, are not listed on any stock exchange, 
the current market value of such fractional interest shall be determined by the directors. 

(j) Postponement of Issuance of Shares upon Conversion. \n any case where the application 
of the foregoing provisions results in an increase of the Conversion Basis taking effect 
immediately after the record date for a specific event, if any Preferred Shares Series A are 
converted after that record date and prior to completion of the event, the Company may 
postpone the issuance to the holder of the additional Common Shares to which he is enti- 
tled by reason of the increase of the Conversion Basis but such additional Common Shares 
shall be so issued and delivered to that holder upon completion of the event and the Com- 
pany shall deliver to the holder an appropriate instrument evidencing his right to receive 
such additional Common Shares. 

(k) Reservation of Common Shares. The Company covenants and agrees that, so long as any 
of the Preferred Shares Series A are outstanding and entitled to the right of conversion 
herein provided, it will at all times reserve and hold out of its unissued Common Shares a 
sufficient number of unissued Common Shares to enable all of the Preferred Shares Series 
A outstanding to be converted upon the basis and upon the terms and conditions herein 
provided in this clause 3; provided that nothing herein contained shall affect or restrict the 
right of the Company to increase the number of its Common Shares in accordance with the 
Act nor to issue such Common Shares from time to time. 


(h 


~— 


Retraction Privilege 


4. The Company shall once during the one hundred and sixty (160) day period ending on the date 
(the “Retraction Date’) being the fifth (5th) anniversary of the Effective Date of the Amalgamation, 
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unless all the Preferred Shares Series A shall have theretofore been converted, redeemed or other- 
wise retired, invite tenders from all holders of the Preferred Shares Series A for the redemption of 
all such shares by the Company at a price equal to $5.50 per share plus accrued and unpaid 
cumulative preferential dividends (the “Retraction Price’’) (the date of such initial invitation and any 
other subsequent date herein provided on which the Company invites tenders from the holders of 
such Preferred Shares Series A for the redemption of such shares as herein provided being 
hereinafter called the “Invitation Date’) and, subject as hereinafter provided, shall accept all such 
tenders received by it prior to the expiry of a period to be specified by the Company in such invita- 
tion (which period shall not be less than ninety (90) days from the date such invitation was mailed 
to the holders of Preferred Shares Series A but which shall not expire in any event before the thir- 
tieth (30th) day after the Retraction Date), the date of the expiry of such period being hereinafter 
called the “Termination Date” and, subject as hereinafter provided, give written notice to each hol- 
der of a Preferred Share Series A making such tender reasonably promptly after receipt of the same 
that the same has been accepted by the Company and that payment of the Retraction Price of the 
Preferred Shares Series A so tendered will be made upon surrender of the certificates therefor (all 
of the foregoing being hereinafter called the ‘‘Retraction Privilege”). If such invitation is made not 
later than the sixtieth (60th) day prior to the Retraction Date, it may, but need not, include notice of 
the expiration of the right of conversion required to be given pursuant to subclause 3 (a) of these 
Preferred Shares Series A Series Provisions. 


The Company shall only be obliged to redeem Preferred Shares Series A pursuant to the 
Retraction Privilege if and so long as such redemption would not be contrary to any applicable law. 
If at the Invitation Date, the Company believes that it would not be permitted by any applicable law 
to redeem all of the Preferred Shares Series A outstanding as at such date, the Company shall 
include in the invitation mailed to holders of the Preferred Shares Series A notice of the maximum 
number of Preferred Shares Series A which it then believes it will be permitted to redeem if ten- 
dered, provided that if the Company has acted in good faith the Company shall have no liability in 
the event that such belief proves inaccurate. If such redemption of all or any portion of the Pre- 
ferred Shares Series A would be contrary to applicable law, the Company shall only be obliged to 
redeem to the extent that the moneys applied thereto shall be such amount (rounded to the next 
lower multiple of $5,000), as would not be contrary to such law. In such case, the Company shall 
redeem from each holder of tendered Preferred Shares Series A that number of whole Preferred 
Shares Series A that may be redeemed out of his pro rata share of the Retraction Price available as 
aforesaid and shall issue and deliver to him a new share certificate, at the expense of the Company, 
representing the Preferred Shares Series A not redeemed by the Company. 


If a holder of Preferred Shares Series A wishes to tender only a part of the shares represented 
by any certificate, the holder may deposit the certificate representing such shares and at the same 
time advise the Company in writing as to the number of Preferred Shares Series A with respect to 
which his tender is being made and, if he does so, the Company shall issue and deliver to such 
holder, at the expense of the Company, a new share certificate representing the Preferred Shares 
Series A which are not being tendered. 


If the Company, in its invitation for tenders, gives notice of a maximum number of shares which 
it then believes it will be permitted to redeem if tendered, or fails to redeem all of the Preferred 
Shares Series A duly tendered in accordance with the aforesaid Retraction Privilege, or any retrac- 
tion privilege provided for in this paragraph, the holders of the Preferred Shares Series A shall be 
entitled to a further retraction privilege for which (x) the Invitation Date shall be such date after the 
time that the Company is no longer prevented by provisions of applicable law from redeeming the 
lesser of (i) the Preferred Shares Series A then outstanding, or (ii) 15,000 Preferred Shares Series A, 
as it is reasonably feasible for the Company to make an invitation for tenders in this regard and (y) 
the Retraction Date shall be the next succeeding date on which cumulative dividends on the Pre- 
ferred Shares Series A are payable, which date is not less than eighty (80) days after the said 
Invitation Date. 
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Optional Redemption and Restrictions Thereon 


5. The Company may not redeem the Preferred Shares Series A, or any of them, on or before the 
last day of the thirtieth (30th) month from the Effective Date of the Amalgamation. Thereafter, but 
only in the event that the trading price of the Common Shares (as hereinafter defined) as of the date 
on which the notice of redemption hereinafter referred to is given is not less than one hundred and 
fifty per cent (150%) of the Equivalent Conversion Price then in effect, the Company may, subject 
to the provisions of the Act and upon giving notice as provided in this clause 5, redeem at any time 
the whole or, subject to the provisions of clause 8 of these Preferred Shares Series A Series Provi- 
sions, from time to time any part of the then outstanding Preferred Shares Series A on payment 
for each share to be redeemed of the par value thereof together with all accrued and unpaid 
cumulative preferential dividends thereon, which for such purpose shall be calculated as if such 
dividends were accruing on a day to day basis for the period from the expiration of the last period 
for which dividends thereon have been paid up to the date of such redemption (such price, includ- 
ing accrued and unpaid dividends, at which Preferred Shares Series A may be redeemed at any 
given time pursuant to this clause 5 and to clause 6 of these Preferred Shares Series A Series Pro- 
visions being hereinafter called the “Redemption Price”). 


For purposes of this clause 5, “ trading price’’ means the Market Price as in these Preferred Shares 
Series A Series Provisions defined; provided that if the number of Common Shares traded during 
the period of time required for the determination of the Market Price is less than 100,000, such 
period of time shall be increased to include that number of trading days during which not less than 
100,000 Common Shares have traded. 


The Company, on the date on which such notice of redemption is given, shall file with its 
transfer agent for the Preferred Shares Series A a certificate certifying as to the Equivalent Conver- 
sion Price then in effect. 


Notice of any redemption of Preferred Shares Series A shall be given by the Company in the 
manner set forth in clause 10 of the Preferred Share Class Provisions. 


On or after the date so specified for redemption, the Company shall pay or cause to be paid to 
or to the order of the registered holders of Preferred Shares Series A to be redeemed the Redemp- 
tion Price in the manner set forth in clause 10 of the Preferred Shares Class Provisions. 


Mandatory Redemption 


6. Notwithstanding the provisions of the foregoing clause 5 but subject to the provisions 
hereinafter set out and to the provisions of the Act, in the event that the Market Price of the Pre- 
ferred Shares Series A calculated as at the last day of any fiscal year of the Company (the “‘fiscal 
year end”) is less than the par value thereof, the Company shall, upon giving notice as provided in 
this clause 6, redeem, within thirty (30) days of such fiscal year end, pro rata from the then holders 
of Preferred Shares Series A an amount of Preferred Shares Series A equal to five per cent (5%) of 
the aggregate par value of the total number of such shares issued by the Company at any time 
within sixty-five (65) days from and including the Effective Date of the Amalgamation (such total 
number of shares being hereinafter in these Preferred Shares Series A Series Provisions referred to 
as the ‘Original Outstanding Preferred Shares Series A’’) on payment for each Preferred Share 
Series A to be redeemed of the Redemption Price. The Company, on the date on which the notice 
of redemption hereinafter referred to is given or on the date being not later than the thirty-first 
(31st) day next following such fiscal year end, whichever is later, shall file with its transfer agent for 
the Preferred Shares Series A a certificate certifying as to the Market Price of the Preferred Shares 
Series A calculated as at such fiscal year end. 


Notice of any redemption of Preferred Shares Series A pursuant to this clause 6 shall be given 
by the Company in the manner set forth in clause 10 of the Preferred Shares Class Provisions, 
except that the period for the giving of notice shall be abridged to a minimum of ten (10) days so 
that any redemption required pursuant to this clause 6 shall occur within thirty (30) days of any 
fiscal year end. 
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On or after the date so specified for redemption, the Company shall pay or cause to be paid to 
or to the order of the registered holders of Preferred Shares Series A to be redeemed the redemp- 
tion price in the manner set forth in clause 10 of the Preferred Shares Class Provisions. 


Notwithstanding the foregoing, the Company shall only be obliged to redeem Preferred Shares 
Series A under the foregoing provisions if and so long as such redemption would not be contrary 
to any applicable law. 


Restoration to Class on Redemption or Conversion 


7. Any Preferred Shares Series A which are redeemed or converted as herein provided shall, upon 
compliance with any applicable provisions of the Act, be therefrom restored to the status of 
authorized but unissued Preferred Shares not included in any series of Preferred Shares. 


Restrictions on the Payment of Dividends and on Retirement of Shares 


8. So long as any of the Preferred Shares Series A are outstanding, the Company shall not, with- 
out the prior approval of the holders of such Preferred Shares Series A: 


(i) declare, pay or set apart for payment any dividends (other than stock dividends payable in 
shares ranking junior to the Preferred Shares Series A in all respects) or make any other 
distribution on the shares ranking junior to the Preferred Shares Series A with respect to 
repayment of capital or payment of dividends, 


(ii) call for redemption or reduce or otherwise retire for value any Common Shares or any 
other shares of any class ranking on a parity with or junior to the Preferred Shares Series A 
with respect to repayment of capital or payment of dividends (except out of the net cash 
proceeds of an issue of shares ranking junior to the Preferred Shares Series A in all 
respects made within the sixty (60) days preceding such call for redemption or reduction), 
or 

(iii) call for redemption, otherwise than pursuant to clauses 4 and 6 of these Preferred Shares 
Series A Series Provisions, less than all of the Preferred Shares Series A then outstanding; 


unless, in each case, all dividends up to and including the dividend payable for the last completed 
period for which such dividends shall be payable on the Preferred Shares Series A then outstanding 
shall have been declared and paid or set apart for payment at the date of such action. 


Restrictions on Creation of Equal or Prior Ranking Shares 


9. For the purposes of this clause 9, the directors of the Company may from time to time deter- 
mine the Adjusted Consolidated Net Earnings Available for Dividends and/or Shareholders’ Equity 
as at a date not more than one hundred and eighty (180) days prior to the making of such determi- 
nation and may determine such Adjusted Consolidated Net Earnings Available for Dividends and/or 
Shareholders’ Equity to be not less than a stated amount without determining the exact amount 
thereof; in making any such determination the directors shall consider and may rely on the last 
available audited consolidated balance sheet or statement of earnings of the Company and its sub- 
sidiaries and/or the last available audited balance sheet or statement of earnings of the Company 
reported on by the Company’s auditors and may consider and rely on the last available unaudited 
consolidated balance sheet or statement of earnings of the Company and its subsidiaries and/or the 
last available unaudited balance sheet or statement of earnings of the Company prepared by the 
accounting officers of the Company and upon any other financial statement, report or other data 
which they may consider reliable and upon the last available independent property valuation pro- 
vided that the directors shall not make any such determination on the basis of any such balance 
sheet, statement, report, valuation or other data if to their knowledge any event has happened 
which would materially and adversely affect such Adjusted Consolidated Net Earnings Available for 
Dividends and/or Shareholders’ Equity as determined on such basis; upon any such determination 
having been made by the directors under the provisions hereof the Adjusted Consolidated Net 
Earnings Available for Dividends and/or Shareholders’ Equity of the Company and its subsidiaries 
as at any date within a period of one hundred and eighty (180) days following the date as of which 
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such determination is made (unless any further determination of such Adjusted Consolidated Net 
Earnings Available for Dividends and/or Shareholders’ Equity is so made within such period) shall 
be conclusively deemed to be not less than the amount stated in such determination and such 
determination shall be conclusive and binding on the Company and the holders of shares of every 
class. 


So long as any of the Preferred Shares Series A are outstanding the Company shall not issue 
any other Preferred Shares or any share of any other class ranking in any respect prior to or on a 
parity with the Preferred Shares Series A unless, in either case: (i) Adjusted Consolidated Net 
Earnings Available for Dividends for any twelve (12) consecutive months of the eighteen (18) calen- 
dar months immediately preceding the date of issue of such shares shall have been at least equal 
to two (2) times the annual dividend requirements on all Preferred Shares and other such shares 
ranking prior to or on a parity with the Preferred Shares Series A to be outstanding immediately 
after such issue; and (ii) Shareholders’ Equity as at a date not more than one hundred and eighty 
(180) days prior to such issue, shall be at least equal to one and one-half (11/2) times the aggregate 
par value of all Preferred Shares and other shares of the Company ranking in priority to or on a 
parity with the Preferred Shares Series A to be outstanding immediately after such issue; provided 
that any of such shares which have been duly called for redemption and for the redemption of 
which adequate provision has been made assuring that such shares shall be redeemed within 
thirty-five (35) days thereafter shall be considered to have been redeemed for the purpose of this 
clause 9. 


Liquidation, Dissolution or Winding-up 


10. In the event of the liquidation, dissolution or winding-up of the Company, whether voluntary or 
involuntary, or any other distribution of assets of the Company among its shareholders for the pur- 
pose of winding-up its affairs, the holders of the Preferred Shares Series A shall be entitled to 
receive the amount paid up on such shares together with all accrued and unpaid cumulative prefer- 
ential dividends thereon, which for such purpose shall be calculated as if such dividends were 
accruing on a day to day basis for the period from the expiration of the last period for which 
dividends thereon have been paid up to the date of such event, the whole before any amount shall 
be paid or payable or assets of the Company shall be distributed to the holders of the Common 
Shares or to the holders of any other shares ranking junior to the Preferred Shares Series A with 
respect to payment of capital. After payment to the holders of the Preferred Shares Series A of the 
amount so payable to them they shall not be entitled to share in any further distribution of the 
assets of the Company. 


Voting 


11. The holders of the Preferred Shares Series A shall be entitled to receive notice of, and to attend 
and, either in person or by proxy, vote at (on the basis of that number of votes for each Preferred 
Share Series A equal to the Conversion Basis then in effect) all meetings of the shareholders of the 
Company other than separate meetings of the holders of shares of another series or class of shares 
of the Company. 


Election of Directors 


12. The holders of Preferred Shares Series A shall be entitled, voting separately and exclusively as 
a class, for so long as at least ten per cent (10%) of the Original Outstanding Preferred Shares 
Series A remain outstanding, to elect two (2) directors of the total number of the directors of the 
Company. Any vacancy occurring among members of the board elected to represent the holders of 
the Preferred Shares Series A may be filled by the board with the consent and approval of the 
remaining director elected to represent the holders of Preferred Shares Series A. Whether or not 
such vacancy is so filled by the board, when there are not two (2) directors in office who have been 
elected to represent the holders of Preferred Shares Series A by such holders, the holders of record 
of at least one-tenth (1/10th) of the outstanding Preferred Shares Series A shall have the right to 
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require the Secretary of the Company to call a meeting of the holders of the Preferred Shares 
Series A for the purpose of filling such vacancy or vacancies or replacing any person filling such 
vacancy or vacancies who has been appointed by the directors. In default of the calling of such 
meeting by the Secretary within five (5) days after the making of such request, it may be called by 
any holder or holders of record of outstanding Preferred Shares Series A. Any such meeting shall 
be called in accordance with the provisions for the calling of any extraordinary meeting of 
shareholders of the Company as may be provided in the Company’s Memorandum and Articles of 
Association. 


Notices 


13. Unless otherwise specifically provided herein or in the Preferred Shares Class Provisions, any 
notice, cheque, invitation for tenders or other communication from the Company provided for in 
the Preferred Shares Series A Series Provisions shall be sent to the holders of the Preferred Shares 
Series A by ordinary unregistered mail, postage prepaid, at their respective addresses appearing on 
the books of the Company or, in the event of the address of any such holder not so appearing then 
at the last known address of such holder. Accidental failure to give any such notice, invitation for 
tenders or other communication to one or more holders of the Preferred Shares Series A shall not 
affect the validity thereof, but, upon such failure being discovered, the notice, invitation for tenders 
or other communication, as the case may be, shall be sent forthwith to such holder or holders and 
shall have the same effect as if given in due time. 


Amendments 


14. The provisions of clauses 1 to 15 inclusive of these Preferred Shares Series A Series Provisions, 
or any of them, may be repealed, altered, modified, amended or amplified only with the sanction of 
the holders of the Preferred Shares Series A given as hereinafter specified in addition to any other 
approval required by the Act. 


Sanction by Holders of Preferred Shares Series A 


15. The sanction of holders of the Preferred Shares Series A as to any and all matters referred to 
herein or as to any change adversely affecting the rights or privileges of the Preferred Shares 
Series A may be given and shall be deemed to have been sufficiently given if given by the holders 
of the Preferred Shares Series A in the manner provided in clause 12 of the Preferred Shares Class 
Provisions, which provisions shall apply mutatis mutandis as though the term ‘Preferred Shares 
Series A’’ were used in such clause in place of the term ‘Preferred Shares”. 
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PART C — Preferred Shares Series B 


The second series of Preferred Shares is designated as convertible retractable preferred shares 
series B (the ‘Preferred Shares Series B’’) and, in addition to the rights, privileges, preferences, 
conditions and restrictions attached to the Preferred Shares as a class, shall have attached thereto 
the following rights, privileges, preferences, restrictions and conditions (collectively the ‘Preferred 
Shares Series B Series Provisions”): 


Interpretation 


1. (a) The following words and phrases whenever used in these Preferred Shares Series B Series 


Provisions shall have the following meanings unless there be something in the context inconsistent 
therewith: 


“Additional Equity Shares” means any Equity Shares issued after May 1, 1979 (including 
Class A Shares) other than (a) Common Shares issued upon conversions of Preferred 
Shares Series B or Preferred Shares Series A; (b) Equity Shares issued upon exercise of 
stock options heretofore or hereafter granted to officers or employees of the Company or 
of any subsidiary or of any affiliate designated as such by the directors; and (c) Equity 
Shares issued to any such officers or employees or to a trustee on their behalf pursuant to 
any stock purchase or analogous plan; provided that a subdivision or consolidation of 
Equity Shares or a reclassification or change of Equity Shares shall not constitute an issue 
of Additional Equity Shares. 


“Amalgamation’’ means the amalgamation of Conuco Limited, Caballero Exploration Ltd., 
Canada 91639 Limited and Exalta Petroleums Ltd. pursuant to the terms of a Merger and 
Amalgamation Agreement made as of the 13th day of June, 1979 between the Company 
and the foregoing companies. 


“business day’ shall be a day other than a Saturday, or Sunday or any other day that is 
treated as a holiday in the municipality where the Company’s principal office in Canada is 
situated. 


“Class A Shares’”’ means the Common Shares held by the Company and which are not 
outstanding and which have been designated by legislation of the Province of Newfound- 
land as Class A Shares of the Company for so long as such shares are held by the Com- 
pany and are not outstanding. 


“close of business’’ means the normal closing hour of the principal office in the City of 
Toronto of the transfer agent for the Preferred Shares Series B. 


“Conversion Basis” at any time means the number of Common Shares into which one (1) 
Preferred Share Series B shall be convertible at such time in accordance with the provi- 
sions of clause 2 hereof. 


“Effective Date of the Amalgamation’”’ means the date of issuance of the Certificate of 
Amalgamation by the Registrar of Companies under and pursuant to The Companies Act 
(Alberta) in respect of the Amalgamation. 


“Equity Shares’’ means the Common Shares as said shares were constituted on May 1, 
1979 and shares of any other class or other securities, as the case may be, resulting from 
the re-classification of such Common Shares as provided in clause 2 hereof. 


“Equivalent Conversion Price” at any time means the quotient obtained by dividing the 
sum of $5.50 by the Conversion Basis in effect at such time. 


“‘Market Price’’ of the Common Shares at any date, means the weighted average of the 
closing board lot trading prices per share of the Common Shares on The Toronto Stock 
Exchange (or, if the Common Shares are not listed on The Toronto Stock Exchange, on 
such stock exchange on which such shares are listed as may be selected for the purpose 
by the directors) during the twenty (20) most recent trading days on which there have been 
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board lot trades immediately prior to the fourth (4th) day preceding such date. In the event 
that the Common Shares are not listed on any stock exchange, the Market Price of the 
Common Shares shall be determined by the directors. 


“Preferred Shares Series A’’ means the 7% cumulative convertible redeemable retractable 


preferred shares series A with a par value of $5.50 each of the Company, being the first 
series of Preferred Shares. 


“Shareholders’ Equity’’ means at any given time an amount equal to the aggregate of 
retained earnings or deficit and contributed surplus of the Company and its subsidiaries 
and the amount paid-up on issued and outstanding Preferred Shares, shares of the Com- 
pany ranking on a parity with or junior to the Preferred Shares and Common Shares of the 


Company, arrived at on a consolidated basis in accordance with generally accepted 
accounting principles. 


“subsidiary company” or ‘“‘subsidiary’’ means any corporation or company of which more 
than fifty per cent (50%) of the outstanding shares carrying voting rights at all times (pro- 
vided that the ownership of such shares confers the right at all times to elect at least a 
majority of the board of directors of such corporation or company) are for the time being 
owned by or held for the Company and/or any other corporation or company in like rela- 
tion to the Company and includes any corporation or company in like relation to a sub- 
sidiary and, in addition, means any other corporation or company the revenue and expense 
accounts of which may, from time to time, be consolidated by the Company in the revenue 
and expense accounts forming part of annual financial statements of the Company in 
accordance with generally accepted accounting principles. 


(b) Clause 1 of the Preferred Shares Class Provisions entitled “Interpretation” is incorporated 


herein. 


(c) In the event that any date by which any action is required to be taken by the Company 
under these Preferred Shares Series B Series Provisions is not a business day, then such action 
shall be required to be taken on or by the next succeeding day which is a business day. 


Conversion 


2. (a) Right of Conversion. The holders of the Preferred Shares Series B shall have the right, at 


any time and from time to time, up to but not after the close of business on the Termina- 
tion Date (as defined in clause 3 of these Preferred Shares Series B Series Provisions), 
subject to any adjustment to the Conversion Basis as hereinafter provided, to convert all or 
any of their Preferred Shares Series B into Common Shares, on the basis of 0.55 of a 
Common Share for each Preferred Share Series B converted. 


(b) Conversion Procedure. The conversion right herein provided for may be exercised by 


notice in writing given to the transfer agent for the time being of the Company for the 
Preferred Shares Series B at its principal office in the City of Toronto, or at any other city or 
cities as the Company may from time to time designate, accompanied by the certificate or 
certificates representing the Preferred Shares Series B in respect of which the holder there- 
of desires to exercise such right of conversion. Such notice shall be signed by such holder 
or his duly authorized attorney and shall specify the number of Preferred Shares Series B 
which the holder desires to have converted. The certificate or certificates for such shares 
need not be endorsed, except in the circumstances hereinafter contemplated, and the cer- 
tificates for Common Shares resulting from conversion shall be issued in the name of the 
registered holder of the Preferred Shares Series B converted or in such name or names as 
such registered holder may direct in writing (either in the notice referred to above or 
otherwise), provided that such registered holder shall pay any applicable security transfer 
taxes. If the certificates for Common Shares resulting from conversion are to be issued in a 
name other than that of the registered holder of the Preferred Shares Series B, the transfer 
form on the back of the certificate(s) representing such Preferred Shares Series B shall be 
endorsed by the registered holder thereof or his duly authorized attorney, with signature 
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guaranteed in a manner satisfactory to the Company’s transfer agent for the Preferred 
Shares Series B. If less than all the Preferred Shares Series B represented by any certificate 
or certificates accompanying any such notice are to be converted, the holder shall be enti- 
tled to receive, at the expense of the Company, a new certificate representing the Preferred 
Shares Series B comprised in the certificate or certificates surrendered as aforesaid which 
are not to be converted. 


(c) Effective Date of Conversion. Subject as hereinafter provided in this clause 2, Preferred 
Shares Series B shall be deemed to have been converted into Common Shares on the 
respective dates of surrender of certificates representing the Preferred Shares Series B to 
be converted accompanied by notice in writing as provided in subclause 2(b) hereof, not- 
withstanding any delay in the delivery of certificates representing the Common Shares into 
which such Preferred Shares Series B have been converted. 


(d) Adjustment of Conversion Basis. 


(i) If the Company shall declare a dividend or make a distribution on its outstanding 
Common Shares payable in Common Shares, or shall subdivide its outstanding Com- 
mon Shares into a greater number of shares, or shall consolidate its outstanding 
Common Shares into a smaller number of shares (any such event being herein called a 
“Common Share Reorganization’’) then the Conversion Basis shall be proportionately 
adjusted immediately after the record date at which the holders of Common Shares are 
determined for purposes of the Common Share reorganization and any holder of Pre- 
ferred Shares Series B who has not exercised his right of conversion prior to the effec- 
tive date of such Common Share Reorganization shall be entitled to receive and shall 
accept, upon the exercise of such right at any time on such effective date or thereafter, 
in lieu of the number of Common Shares to which he was theretofore entitled upon 
conversion, the aggregate number of Common Shares of the Company that such 
holder would have been entitled to receive as a result of such Common Share Re- 
organization if, on the effective date thereof, he had been the registered holder of the 
number of Common Shares to which he was theretofore entitled upon conversion. 


(ii) If there is a capital reorganization of the Company not covered by subclause 2 (d) (i) 
hereof or a consolidation or merger or amalgamation of the Company with or into any 
other company including by way of a sale whereby all or substantially all of the Com- 
pany’s undertaking and assets would become the property of any other company (any 
of which is herein called a ‘Capital Reorganization’), any holder of Preferred Shares 
Series B who has not exercised his right of conversion prior to the effective date of 
such Capital Reorganization shall be entitled to receive and shall accept, upon the 
exercise of such right at any time on the effective date or thereafter, in lieu of the 
number of Common Shares to which he was theretofore entitled upon conversion, the 
aggregate number of shares or other securities or property of the Company or of the 
company resulting from or purchasing under the Capital Reorganization, that such 
holder would have been entitled to receive as a result of such Capital Reorganization if, 
on the effective date thereof, he had been the registered holder of the number of 
Common Shares to which he was theretofore entitled upon conversion; provided that 
no such Capital Reorganization shall be carried into effect unless, in the opinion of the 
directors, all necessary steps shall have been taken to ensure that the holders of the 
Preferred Shares Series B shall thereafter be entitled to receive such number of shares 
or other securities or property of the Company or of the company resulting from or 
purchasing under the Capital Reorganization, subject to adjustment thereafter in accor- 
dance with provisions similar, as nearly as may be, to those contained in this clause 2. 


(iii) If the Company shall issue options, rights or warrants to holders of its outstanding 
Common Shares under which such holders are entitled to subscribe for or purchase 
Additional Equity Shares at a subscription or purchase price per share less than the 
Market Price in effect on the record date for such issue (any such event being herein 
called a “Rights Offering’’), then the Conversion Basis shall be adjusted immediately 
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(iv) 


(v) 


after the record date at which the holders of Common Shares are determined for the 
purpose of the Rights Offering by dividing into $5.50 the adjusted Equivalent Conver- 
sion Price determined by multiplying the Equivalent Conversion Price in effect on such 
record date by a fraction, of which the numerator shall be the total number of Com- 
mon Shares outstanding on such record date plus a number determined by dividing 
the aggregate subscription price of the total number of Additional Equity Shares 
offered for subscription or purchase under the Rights Offering by the Market Price on 
such record date and of which the denominator shall be the total number of Common 
Shares outstanding on such record date plus the total number of Additional Equity 
Shares offered for subscription or purchase. The resulting quotient, adjusted to the 
nearest 1/100th, shall thereafter be the Conversion Basis until further adjusted as pro- 
vided in this clause 2. If at the date of expiry of the options, rights or warrants less 
than all of them have been exercised so that less than all of the Equity Shares issuable 
with respect thereto have been issued, then the Conversion Basis shall be re-adjusted 
immediately after the date of expiry to the Conversion Basis which would have been in 
effect on such date of expiry if the only options, rights or warrants issued had been 
those that were exercised. 


If the Company shall at any time or from time to time in any manner issue or sell any 
shares or securities convertible into or exchangeable for Common Shares (such con- 
vertible or exchangeable shares or securities being herein called ‘Convertible Sec- 
urities’’), whether or not the rights to exchange or convert the same are immediately 
exercisable, and the price per share for which Common Shares are issuable upon such 
conversion or exchange (determined by dividing (a) the total amount received or 
receivable by the Company as consideration for the issue of such Convertible Se- 
curities plus the minimum aggregate amount of additional consideration, if any, payable 
to the Company upon the conversion or exchange of all such Convertible Securities, by 
(b) the total maximum number of Common Shares issuable upon the conversion or 
exchange of all such Convertible Securities) shall be less than the Market Price in effect 
immediately prior to the time of such issue or sale of Convertible Securities (any such 
event being herein called an “Issue of Convertible Securities’’), then the Conversion 
Basis shall be adjusted immediately after such issue or sale by dividing into $5.50 the 
adjusted Equivalent Conversion Price determined by multiplying the Equivalent Con- 
version Price in effect at such time by a fraction, of which the numerator shall be the 
total number of Common Shares outstanding at such date plus a number determined 
by dividing the aggregate issue or sale price of the total number of Common Shares 
issuable upon the conversion or exchange of all such Convertible Securities by the 
Market Price on the date of such issue or sale and of which the denominator shall be 
the total number of Common Shares outstanding on the date of such issue or sale plus 
the total number of Common Shares issuable upon such conversion or exchange. The 
resulting quotient, adjusted to the nearest 1/100th, shall thereafter be the Conversion 
Basis until further adjusted as provided in this clause 2. If, at the date of expiry of any 
conversion or exchange rights of or appertaining to any Convertible Securities, less 
than all of the Convertible Securities have been converted or exchanged so that less 
than all of the Common Shares issuable with respect thereto have been issued, then 
the Conversion Basis shall be re-adjusted immediately after such date of expiry to the 
Conversion Basis which would have been in effect on such date of expiry if the only 
Convertible Securities issued or sold had been those that were converted or 
exchanged. For the purposes of this subclause 2 (d) (iv), Convertible Securities shall be 
deemed to be issued on the date on which the Company enters into an enforceable 
agreement to issue such Convertible Securities. 


If the Company shall at any time or from time to time issue or sell Additional Equity 


Shares, other than pursuant to the exercise of a conversion or exchange right attaching 
to a Convertible Security, at a price per share less than the Market Price in effect on the 
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(vi) 


date of such issue or sale and such issue or sale does not constitute a Common Share 
Reorganization, a Capital Reorganization or a Rights Offering (any such event being 
herein called a “New Issue”), then the Conversion Basis shall be adjusted immediately 
after the date of such issue or sale by dividing into $5.50 the adjusted Equivalent Con- 
version Price determined by multiplying the Equivalent Conversion Price in effect on 
the date of issue or sale by a fraction, of which the numerator shall be the total 
number of Common Shares outstanding on the date of issue or sale plus a number 
determined by dividing the aggregate of the subscription price of the total number of 
Additional Equity Shares so issued or sold by the Market Price on the date of issue or 
sale and of which the denominator shall be the total number of Common Shares out- 
standing on the date of such issue or sale plus the total number of Additional Equity 
Shares issued or sold. The resulting quotient, adjusted to the nearest 1/100th, shall 
thereafter be the Conversion Basis until further adjusted as provided in this clause 2. 
For the purposes of this subclause 2 (d) (v), Additional Equity Shares shall be deemed 
to be issued on the date on which the Company enters into an enforceable agreement 
to issue such Additional Equity Shares. 


If the Company shall issue or distribute to the holders of its outstanding Common 
Shares, shares of any class other than Common Shares, or options, rights or warrants, 
or evidences of indebtedness or any other assets (apart from cash) and such issuance 
or distribution does not constitute a Common Share Reorganization, a Capital Reorgani- 
zation, a Rights Offering, an Issue of Convertible Securities or a New Issue (any such 
event being herein called a ‘Special Distribution”), then the Conversion Basis shall be 
adjusted immediately after the record date at which the holders of Common Shares are 
determined for purposes of the Special Distribution by dividing into $5.50 the adjusted 
Equivalent Conversion Price determined by multiplying the Equivalent Conversion Price 
in effect on the record date by a fraction, of which the numerator shall be a number 
determined by multiplying the total number of Common Shares outstanding on such 
record date by the Market Price on such date and deducting from the amount so 
obtained the aggregate fair market value, as determined by the directors, of the shares, 
options, rights, warrants, evidences of indebtedness or other assets distributed in the 
Special Distribution and of which the denominator shall be the total number of Com- 
mon Shares outstanding on such record date multiplied by the Market Price on such 
record date (provided that no such adjustment shall be made if the result of such 
adjustment would be to decrease the Conversion Basis in effect immediately before 
such record date). The resulting quotient, adjusted to the nearest 1/100th, shall there- 
after be the Conversion Basis until further adjusted as provided in this clause 2. 


(vii) If any re-classification or other change shall be made in the outstanding Common 


Shares, which re-classification or other change does not constitute a Common Share 
Reorganization or a Capital Reorganization, then the Conversion Basis shall be adjusted 
in such manner as the auditors of the Company determine to be appropriate. 


(e) Conversion Adjustment Rules. The following rules and procedures shall be applicable to 
Conversion Basis adjustments made pursuant to subclause 2 (d) hereof: 


(i) 


(ii) 


any Common Shares (which for all purposes of this subsection (i) shall include Class A 
Shares) owned by or held for the account of the Company shall be deemed not to be 
outstanding but, for the purposes of this subsection (i), any Common Shares owned by 
a pension plan for employees of the Company or its subsidiaries shall not be consi- 
dered to be owned by or held for the account of the Company; 


in the case of any issue by the Company of Additional Equity Shares for cash, the con- 
sideration received by the Company therefor shall be deemed to be the amount of cash 
received by the Company for such Additional Equity Shares before deducting there- 
from the amount of any commission, discount or other expenses which have been paid 
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or incurred by the Company for any underwriting of, or otherwise in connection with, 
the issuance or sale of such Additional Equity Shares; 


(iii) if the purchase price provided for in any Rights Offering referred to in subclause 2 (d) 
(iii) is decreased, or the rate at which any Convertible Securities referred to in sub- 
clause 2 (d) (iv) are convertible into or exchangeable for Common Shares is increased, 
the Conversion Basis shall forthwith be changed so as to increase the Conversion Basis 
to such Conversion Basis as would have obtained had the adjustment made upon the 
issuance of such Rights Offering or Convertible Securities been made upon the basis of 
such purchase price as so decreased or such rate as so increased, provided that the 
provisions of this subsection (iii) shall not apply to any such increase or decrease 
resulting from provisions in any such Rights Offering or Convertible Securities 
designed to prevent dilution if such increase or decrease shall not have been propor- 
tionately greater than the increase, if any, in the Conversion Basis to be made at the 
same time pursuant to the provisions of this clause 2; 


(iv) no adjustment in the Conversion Basis shall be required unless a decrease of at least 
one per cent (1%) in the prevailing Equivalent Conversion Price would result, provided, 
however, that any adjustment which, except for the provisions of this subsection (iv) 
would otherwise have been required to be made, shall be carried forward and taken 
into account in any subsequent adjustment; 


(v) if any question shall at any time arise with respect to adjustments in the Conversion 
Basis, such question shall be conclusively determined by the auditors of the Company 
and any such determination shall be binding upon the Company and all transfer agents 
and all shareholders of the Company; 


(vi) forthwith after any adjustment in the Conversion Basis pursuant to the foregoing sub- 
clause 2 (d), the Company shall file with the transfer agent of the Company for the 
Preferred Shares Series B, a certificate certifying as to the amount of such adjustment 
and, in reasonable detail, the event requiring and the manner of computing such 
adjustment; the Company shall also at such time give written notice to the registered 
holders of Preferred Shares Series B of the Conversion Basis and the Equivalent Con- 
version Price following such adjustment and clause 10 of the Preferred Share Class 
Provisions with respect to the giving of notice of redemption shall apply mutatis 
mutandis to the giving of such notice; and 


(vii) in the case of a New Issue for consideration other than cash, the adjustment required 
by subclause 2 (d) (v) hereof shall be based on the fair market value of such con- 
sideration, as determined by the directors. 


(f) Entitlement to Dividends. The registered holder of any Common Share resulting from any 


(g) 


conversion pursuant to this clause 2 shall be entitled to rank equally with the registered 
holders of all other Common Shares in respect of all dividends declared payable to holders 
of Common Shares of record on any date after the date of conversion. Subject as 
aforesaid, no payment or adjustment will be made on account of any dividend, accrued or 
otherwise, on the Common Shares resulting from any conversion. 


Notice of Certain Events. \f the Company intends to fix a record date for any Common 
Share Reorganization (other than the subdivision of outstanding Common Shares into a 
greater number of shares or the consolidation of outstanding Common Shares into a 
smaller number of shares) or for any Capital Reorganization or for any Rights Offering or 
Special Distribution, the Company shall, not less than twenty-one (21) days prior to such 
record date, notify each registered holder of Preferred Shares Series B of such intention by 
written notice setting forth the particulars of the proposed event to the extent that such 
particulars have been determined at the time of giving the notice and the provisions of 
clause 10 of the Preferred Shares Class Provisions with respect to the giving of notice of 
redemption shall apply mutatis mutandis to the giving of such notice. 
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(h) Avoidance of Fractional Shares. \n any case where a fraction of a Common Share would 
otherwise be issuable on conversion of one (1) or more Preferred Shares Series B, the 
Company shall adjust such fractional interest by the payment by cheque of an amount 
equal to the then current market value of such fractional interest computed on the basis of 
the last board lot sale price (or the last bid price if there had been no board lot sale) for 
the Common Shares on The Toronto Stock Exchange (or, if the Common Shares are not 
listed on The Toronto Stock Exchange, on such stock exchange on which such shares are 
listed as may be selected for such purpose by the directors) next preceding the date of 
such surrender. In the event that the Common Shares are not listed on any stock exchange, 
the current market value of such fractional interest shall be determined by the directors. 


(i) Postponement of Issuance of Shares upon Conversion. \n any case where the application 
of the foregoing provisions results in an increase of the Conversion Basis taking effect 
immediately after the record date for a specific event, if any Preferred Shares Series B are 
converted after that record date and prior to completion of the event, the Company may 
postpone the issuance to the holder of the additional Common Shares to which he is enti- 
tled by reason of the increase of the Conversion Basis but such additional Common Shares 
shall be so issued and delivered to that holder upon completion of the event and the Com- 
pany shall deliver to the holder an appropriate instrument evidencing his right to receive 
such additional Common Shares. 


(j) Reservation of Common Shares. The Company covenants and agrees that, so long as any 
of the Preferred Shares Series B are outstanding and entitled to the right of conversion 
herein provided, it will at all times reserve and hold out of its unissued Common Shares a 
sufficient number of unissued Common Shares to enable all of the Preferred Shares Series 
B outstanding to be converted upon the basis and upon the terms and conditions herein 
provided in this clause 2; provided that nothing herein contained shall affect or restrict the 
right of the Company to increase the number of its Common Shares in accordance with the 
Act nor to issue such Common Shares from time to time. 


Retraction at Option of Holder and Deemed Conversion 


3. A holder of Preferred Shares Series B shall be entitled until the close of business on the date of 
the first anniversary of the Effective Date of the Amalgamation (such date being herein called the 
“Termination Date’’), to require the Company to redeem, subject to the provisions of the Act, at any 
time or times, all or any of the Preferred Shares Series B registered in the name of such holder on 
the books of the Company by tendering to the Company at its principal office a share certificate 
representing the Preferred Shares Series B which the registered holder desires to have the Com- 
pany redeem. In the event that such holder does not accompany such certificate with a written 
request specifying the number of Preferred Shares Series B which such holder desires the Com- 
pany to redeem, such holder shall be deemed to have requested the Company to redeem all the 
Preferred Shares Series B represented by the said certificate. The Company shall, on the thirtieth 
(30th) day (the “Redemption Date’’) after receipt by it of a share certificate representing the Pre- 
ferred Shares Series B which the registered holder thereof desires to have redeemed, redeem such 
Preferred Shares Series B by paying to such registered holder an amount equal to the aggregate 
par value of the Preferred Shares Series B. Such payment shall be made by cheque payable at par 
at any branch of the Company’s bankers for the time being in Canada. The said Preferred Shares 
Series B shall be redeemed on the Redemption Date and:from and after the Redemption Date the 
holder thereof shall not be entitled to exercise any of the rights of a holder of Preferred Shares 
Series B in respect thereof unless payment of the redemption price is not made on the Redemption 
Date, in which event the rights of the holder of the said Preferred Shares Series B shall remain 
unaffected. 


Notwithstanding the foregoing, the Company shall only be obliged to redeem Preferred Shares 
Series B under the foregoing provisions if and so long as such redemption would not be contrary 
to any applicable law. 
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In the event that a holder of Preferred Shares Series B does not tender his Preferred Shares 
Series B for redemption by the Company as aforesaid by the close of business on the Termination 
Date, or, if having so tendered, it would be contrary to any applicable law for the Company to 
redeem his Preferred Shares Series B so tendered, the right of a holder of Preferred Shares Series 
B to convert the same into Common Shares, as hereinbefore provided in clause 2 of these Preferred 
Shares Series B Series Provisions, shall be deemed to have been exercised by such holder as at the 
close of business on the Termination Date on the Conversion Basis in effect at that time, and such 
registered holder of Preferred Shares Series B shall be deemed to have become a holder of Com- 
mon Shares of record of the Company for all purposes at such time and thereafter shall not be 
entitled to exercise any of the rights of a holder of Preferred Shares Series B. Forthwith following 
the Termination Date, the Company shall deliver or cause to be delivered to the former holders of 
the Preferred Shares Series B so converted, certificate(s) registered in the same name as the former 
holder of Preferred Shares Series B (unless prior to such delivery the Company or the transfer 
agent for the Preferred Shares Series B at its principal office in the City of Toronto shall have 
received written instructions from such registered holder directing in whose name or names such 
Common Shares are to be registered together with payment from such registered holder of any 
applicable security transfer taxes) representing the Common Shares into which such Preferred 
Shares Series B have been converted. 


Any Preferred Shares Series B which are redeemed or converted as herein provided shall, upon 
compliance with any applicable provisions of the Act, be therefrom restored to the status of 
authorized but unissued Preferred Shares not included in any series of Preferred Shares. 


Liquidation, Dissolution or Winding-up 


4. Inthe event of the liquidation, dissolution or winding-up of the Company, whether voluntary or 
involuntary, or any other distribution of assets of the Company among its shareholders for the pur- 
pose of winding-up its affairs, the holders of the Preferred Shares Series B shall be entitled to 
receive the amount paid up on such shares before any amount shall be paid or payable or assets of 
the Company shall be distributed to the holders of the Common Shares or to the holders of any 
other shares ranking junior to the Preferred Shares Series B with respect to payment of capital. 
After payment to the holders of the Preferred Shares Series B of the amount so payable to them 
they shall not be entitled to share in any further distribution of the assets of the Company. 


Restriction on Redemption 


5. Except as provided in clause 3 of these Preferred Shares Series B Series Provisions, the Pre- 
ferred Shares Series B shall not be redeemable by the Company. 


Restriction on Creation of Equal or Prior Ranking Shares 


6. For the purposes of this clause 6, the directors of the Company may from time to time deter- 
mine Shareholders’ Equity as at a date not more than one hundred and eighty (180) days prior to 
the making of such determination and may determine such Shareholders’ Equity to be not less than 
a stated amount without determining the exact amount thereof; in making any such determination 
the directors shall consider and may rely on the last available audited consolidated balance sheet of 
the Company and its subsidiaries and/or the last available audited balance sheet of the Company 
reported on by the Company’s auditors and may consider and rely on the last available unaudited 
consolidated balance sheet of the Company prepared by the accounting officers of the Company 
and upon any other financial statement, report or other data which they may consider reliable and 
upon the last available independent property valuation provided that the directors shall not make 
any such determination on the basis of any such balance sheet, statement, report, valuation or 
other data if to their knowledge any event has happened which would materially and adversely 
affect such Shareholders’ Equity as determined on such basis; upon any such determination having 
been made by the directors under the provisions hereof Shareholders’ Equity of the Company and 
its subsidiaries as at any date within a period of one hundred and eighty (180) days following the 
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date as of which such determination is made (unless any further determination of such Share- 
holders’ Equity is so made within such period) shall be conclusively deemed to be not less than the 
amount stated in such determination and such determination shall be conclusive and binding on 
the Company and the holders of shares of every class. 


So long as any of the Preferred Shares Series B are outstanding the Company shall not issue 
any other Preferred Share or any share of any other class ranking in any respect prior to or on a 
parity with the Preferred Shares Series B unless Shareholders’ Equity as at a date not more than 
one hundred and eighty (180) days prior to such issue, shall be at least equal to one and one-half 
(1-1/2) times the aggregate par value of all Preferred Shares and other shares of the Company 
ranking in priority to or on a parity with the Preferred Shares Series B to be outstanding 
immediately after such issue; provided that any of such shares which have been duly called for 
redemption and for the redemption of which adequate provision has been made assuring that such 
shares shall be redeemed within thirty-five (35) days thereafter shall be considered to have been 
redeemed for the purpose of this clause 6. 


No Dividends 


7. The Preferred Shares Series B shall not bear dividends. 


Voting 


8. The holders of the Preferred Shares Series B shall be entitled to receive notice of, and to attend 
and, either in person or by proxy, vote at (on the basis of that number of votes for each Preferred 
Share Series B equal to the Conversion Basis then in effect) all meetings of the shareholders of the 
Company other than separate meetings of the holders of shares of another series of class of shares 
of the Company. 


Notices 


9. Unless otherwise specifically provided herein or in the Preferred Shares Class Provisions, any 
notice, cheque, invitation for tenders or other communication from the Company provided for in 
the Preferred Shares Series B Series Provisions shall be sent to the holders of the Preferred Shares 
Series B by ordinary unregistered mail, postage prepaid, at their respective addresses appearing on 
the books of the Company or, in the event of the address of any such holder not so appearing then 
at the last known address of such holder. Accidental failure to give any such notice, invitation for 
tenders or other communication to one or more holders of the Preferred Shares Series B shall not 
affect the validity thereof, but, upon such failure being discovered, the notice, invitation for tenders 
or other communication, as the case may be, shall be sent forthwith to such holder or holders and 
shall have the same effect as if given in due time. 


Amendments 


10. The provisions of clauses 1 to 11, inclusive, of these Preferred Shares Series B Series Provi- 
sions, or any of them, may be repealed, altered, modified, amended or amplified only with the 
sanction of the holders of the Preferred Shares Series B given as hereinafter specified in addition to 
any other approval required by the Act. 


Sanction by Holders of Preferred Shares Series B 


11. The sanction of holders of the Preferred Shares Series B as to any and all matters referred to 
herein or as to any change adversely affecting the rights or privileges of the Preferred Shares 
Series B may be given and shall be deemed to have been sufficiently given if given by the holders 
of the Preferred Shares Series B in the manner provided in clause 12 of the Preferred Shares Class 
Provisions, which provisions shall apply mutatis mutandis as though the term ‘Preferred Shares 
Series B” were used in such clause in place of the term ‘‘Preferred Shares”. 
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AAines AUG 31 1979 


LIMITED 
20 KING STREET WEST, TORONTO, ONTARIO, CANADA, M5H 1C4 TELEPHONE: (416) 868-6970 


NOTICE 


of 
EXTRAORDINARY GENERAL MEETING 


NOTICE is hereby given that an Extraordinary General Meeting of Brinco Limited (the ‘‘Com- 
pany’’) will be held in the York Room, Royal York Hotel, 100 Front Street West, Toronto, Ontario, at 
11:00 a.m. (Toronto Time) on Monday, September 24, 1979: 


1. To consider and, if thought fit, to pass as a Special Resolution, Resolution No. 1, entitled 
“Merger and Amalgamation Agreement”, being a resolution approving the execution and 
delivery by the Company of the Merger and Amalgamation Agreement (the ‘Merger and 
Amalgamation Agreement”) made as of June 13, 1979 among Conuco Limited, Caballero 
Exploration Ltd., Canada 91639 Limited, Exalta Petroleums Ltd. and the Company and the 
performance by the Company of its obligations therein provided; 


2. To consider and, if thought fit, to pass as a Special Resolution, Resolution No. 2, entitled 
“Increase in Authorized Capital’, being a resolution approving the increase in the authorized 
capital of the Company by the creation of ten million (10,000,000) preferred shares with a 
par value of $5.50 each, issuable by the directors of the Company in series (the ‘’Preferred 
Shares’); and 


3. To transact such other business of the Company as may properly come before the Meeting. 


The material provisions of the Merger and Amalgamation Agreement and the material attri- 
butes of the Preferred Shares are described in the Information Booklet which, together with an 
Information Circular, accompany this Notice. Resolution No. 1 and Resolution No. 2 referred to 
above are set forth in the Information Circular commencing on page 4. 


Any Shareholder who is unable to attend the Meeting in person is entitled to be represented by 
a proxy and is requested, after referring to the pertinent sections of the attached Information Cir- 
cular and accompanying Information Booklet, to date, sign and return the enclosed form of proxy to 
The Royal Trust Company, P.O. Box 7500, Station ‘‘A’’, Toronto, Ontario M5W 1P9, not less than 
forty-eight hours before the time fixed for the Meeting. A proxy need not be a Shareholder of the 
Company. 


Dated this 22nd day of August, 1979. 


By Order of the Board, 


Norbert M. Peters 
Vice-President and Secretary 


Attached hereto: 
Information Circular 


Enclosed herewith: 
Information Booklet 
Form of Proxy 
Addressed envelope 
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Brinco 


LIMITED 
20 KING STREET WEST, TORONTO, ONTARIO M5H 1C4 TELEPHONE: (416) 868-6970 


AUG 31 1979 


President August 29, 1979 


and Chief Executive Officer 


To the Shareholders: 


Your support is requested for a plan for the merger of Brinco Limited with Conuco Limited 
and certain of its affiliated companies. Enclosed is material describing in detail the plan of 
merger. 


For some time now Brinco has been engaged in the exploration for and development of 
natural resources, principally uranium and other minerals, and has sought to extend these 
activities into exploration for and development of oil and gas properties. 


Your directors have given careful consideration to the merger proposal and believe it to 
be in the best interests of Brinco for the following principal reasons: 


(i) the merger will result in Brinco directly participating in the Canadian oil and gas 
industry, thereby permitting a more advantageous use of Brinco’s present liquid 
funds; 


(ii) the merger will result in a significant increase in the Canadian content of Brinco’s 
equity and a wider holding by public shareholders of such equity thereby resulting in 
greater liquidity for shares of Brinco; 


(ili) Brinco’s management will be increased by the addition of experienced and well- 
qualified personnel in the oil and gas industry; and 


(iv) Brinco will emerge as a stronger and more efficient competitor in the Canadian natur- 
al resource industry. 


The plan of merger contemplates that the successor company to Conuco Limited and its 
affiliates (to result from an amalgamation of such companies) will become a wholly-owned 
subsidiary of Brinco and that the existing shareholders of Conuco Limited will become 
shareholders of Brinco by receiving one common share of Brinco, one 7% cumulative conver- 
tible redeemable retractable preferred share series A with a par value of $5.50 of Brinco and 
One convertible retractable preferred share series B with a par value of $5.50 of Brinco for 
every three shares of Conuco Limited which they own immediately prior to the merger. 


A Merger and Amalgamation Agreement among Brinco and Conuco Limited and its 
affiliated Companies providing for the merger has been approved by your directors and exe- 
cuted and delivered on behalf of Brinco. An Extraordinary General Meeting of the shareholders 
of Brinco will be held on September 24, 1979, to consider and, if thought fit, to approve such 
execution and delivery by Brinco of the Merger and Amalgamation Agreement, to approve the 
performance by Brinco of its obligations in connection with the merger and to approve the 
creation of a new class of preferred shares which are to be used in connection with the 
merger. 


lf you do not intend to be present at the Extraordinary General Meeting would you kindly 
complete and return the enclosed proxy. 


Sincerely, 


Re as 


Hugh R. Snyder, 
President and Chief 
Executive Officer 
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INFORMATION CIRCULAR 


This Information Circular accompanies the Notice of an Extraordinary General Meeting (the 
‘“Meeting’’) of the Shareholders of Brinco Limited (the ‘““Company”’) to be held on Monday, September 
24, 1979 and is furnished in connection with the solicitation by the management of the Company of 
proxies for use at the Meeting. Accompanying this Information Circular is an Information Booklet (the 
“Information Booklet’) dated August 22, 1979 and entitled “Merger of Brinco Limited and Conuco 
Limited” which contains information in respect of the matters set forth in the Notice of Meeting and 
which is supplemental to and is expressly made part of this Information Circular. 


Solicitation of Proxies 


in addition to the present solicitation by management, proxies may also be solicited on behalf 
of management by directors, officers, and regular employees of the Company, by mail, by telegram 
or by telephone. The cost of such solicitation will be borne by the Company. 


Business to be Transacted at Meeting 


On June 13, 1979, the Merger and Amalgamation Agreement (the ‘‘Merger and Amalgamation 
Agreement”) expressed to be made as of June 13, 1979 among Conuco Limited (‘‘Conuco”), 
Caballero Exploration Ltd. (‘‘Caballero’’), Canada 91639 Limited (‘‘91639"’), Exalta Petroleums Ltd. 
(““Exalta”) and the Company, providing for the merger, as therein provided, of Conuco, Caballero, 
91639 and Exalta with Brinco (the ‘‘Merger’’), was approved by the Executive Committee of the 
Company's board of directors and was executed and delivered on behalf of the Company. 


Shareholders of the Company are being asked at the Meeting to consider and, if thought fit, to 
approve such execution and delivery by the Company of the Merger and Amalgamation and the 
performance by the Company of its obligations therein provided. 


If a favorable vote is received with respect to the foregoing, the Shareholders of the Company 
will then be asked to consider and, if thought fit, to approve the increase in the authorized capital of 
the Company by the creation of ten million (10,000,000) preferred shares with a par value of $5.50 
each, issuable by the directors of the Company in series (the ‘‘Preferred Shares’’), certain of which 
shares are to be used in connection with the Merger. 


The texts of the resolutions in respect of the foregoing matters are set forth in this Information 
Circular commencing on page 4. Each resolution must receive the favorable vote of not less than 75% 
of the votes cast at the Meeting in order to become effective. Unless there is the appropriate affirmative 
vote in favour of each such resolution the Merger will not be proceeded with. 


The material provisions of the Merger and Amalgamation Agreement, the material attributes 
of the Preferred Shares and of the first two series of such shares to be so designated by the direc- 
tors of the Company in order to effect the Merger and other information concerning the Merger 
are described in the Information Booklet to which the attention of Shareholders is specifically 
drawn. Conformed copies of the Merger and Amalgamation Agreement are available for inspection 
by Shareholders at the executive offices of the Company, 10th Floor, 20 King Street West, Toronto, 
Ontario and at the principal offices of The Royal Trust Company in each of the cities of St. John’s 
(Nfld.), Montreal, Toronto and Calgary. In addition, copies of the Merger and Amalgamation 
Agreement are available to Shareholders without charge upon request made to the Secretary of 
the Company at its executive offices referred to above. 


The completion of the Merger and the performance by the Company of its obligations in con- 
nection therewith as provided for in the Merger and Amalgamation Agreement are subject to the 
satisfaction of a number of conditions, including approval pursuant to the Foreign Investment 
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Review Act (Canada) and approval by the shareholders of each of Conuco, Caballero, 91639 and 
Exalta, all as described in the Information Booklet. 


Voting Shares and Principal Holders Thereof 


As of the date hereof there are outstanding in the hands of Shareholders 14,675,018 com- 
mon shares of the Company’s capital stock, without nominal or par value, and the holders thereof 
of record at the time of the Meeting will be entitled to one vote for each such share held at such 
Meeting. In addition there are 9,973,067 shares of the Company, designated by legislation as Class 
A Shares of the Company, which are held by the Company, are not outstanding and will not be 
voted at the Meeting. 


To the knowledge of the directors and senior officers of the Company, the only person or cor- 
poration which beneficially owns, directly or indirectly, more than 10% of the outstanding common 
shares of the Company is The Rio Tinto-Zinc Corporation Limited, 6 St. James’s Square, London, 
England (‘‘RTZ’’). At the date hereof, RTZ owns 100 common shares directly, and through a 
subsidiary, Tinto Holdings Canada Limited, Suite 3209, Toronto-Dominion Centre, Toronto, Ontario 
(“Tinto”), RTZ beneficially owns indirectly 2,100 common shares. Thornwood Investments Limited 
(having the same address as Tinto), 80% of the outstanding shares of which is beneficially owned 
indirectly by RTZ and 20% of the outstanding shares of which is beneficially owned indirectly by 
Bethlehem Steel Corporation, Bethlehem, Pa., U.S.A. (“Bethlehem”), owns 12,113,831 common 
shares. For the purpose of certain securities legislation RTZ is therefore deemed to own beneficially 
on the date hereof 12,116,031 or 82.5% of the outstanding common shares of the Company. RTZ’s 
net beneficial interest in the common share equity of the Company is 66.0% and that of Bethlehem 
is 16.5%. Marubeni Corporation and The Fuji Bank, Limited are the beneficial owners of an 
aggregate of 1,200,000, or 8.2% of the outstanding common shares of the Company. 


Upon a show of hands, every Shareholder present in person and every proxy who is not a 
Shareholder and who represents a Shareholder entitled to vote shall have one vote only. 


Upon a poll, which may be demanded by the Chairman of the Meeting or by Shareholders rep- 
resenting not less than 5% of the shares represented at the Meeting in person or by proxy and 
entitled to vote, every such Shareholder shall have one vote for each common share of the Com- 
pany registered in his name. A Shareholder may appoint another person, who need not be a 
Shareholder of the Company, as his proxy to attend and vote in his place and stead; where a cor- 
poration, being a Shareholder entitled to vote, is present by proxy, or by a person duly appointed 
who is not a Shareholder, such proxy or person shall, in addition to voting on a poll, be entitled to 
vote for such corporation upon a show of hands. 


The instrument appointing the proxy must be in writing under the hand of the Shareholder or 
his attorney, duly authorized in writing or, if the Shareholder is a corporation either under its corpo- 
rate seal or under the hand of an officer or its attorney duly authorized. 


The instrument appointing a proxy and the power of attorney or other authority (if any) under 
which it is signed, or a notarially certified copy of such power of authority, to be effective, must be 
deposited with The Royal Trust Company, P.O. Box 7500, Station ““A’’, Toronto, Ontario M5W 1P9, 
not less than forty-eight hours before the time appointed for holding the Meeting or adjourned 
Meeting at which the person named in the instrument proposes to vote. The instrument appointing 
a proxy shall be valid only for the Meeting for which it is given or any adjournment thereof. 


Voting of Shares Represented by Management Proxy 


The accompanying form of proxy confers discretionary voting authority upon the persons 
designated therein. The shares represented by any valid Instrument of Proxy in the said form and 
appointing the persons named therein to represent the Shareholder at the Meeting will be voted 
in accordance with the directions of the Shareholder as specified in the Instrument of Proxy in 
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respect of each Resolution referred to in the Notice of Meeting. In the absence of such directions 
the shares represented by such Instrument of Proxy will be voted in favor of each such Resolution. 


Management is not aware of any matters other than those identified in the Notice of Meeting 
that may come before the Meeting. If, however, other matters properly come before the Meeting, 
or there are any amendments or variations to matters identified in the Notice of Meeting, the per- 
sons designated in the accompanying form of proxy will vote thereon in accordance with their 
best judgment pursuant to the discretionary authority conferred by the Instrument of Proxy with 
regard to such matters. 


Designation of Persons Other Than Those Named in the Management Proxy 


Each Shareholder has the right to designate as his proxy a person other than those designated 
in the accompanying form of proxy to attend and vote for such Shareholder at the Meeting. Any 
Shareholder desiring to exercise such right may do so by striking out the names of the persons 
designated in the accompanying form of proxy and inserting, in the space provided, the name of 
the person he wishes to designate as his proxy, or he may do so by executing an instrument 
appointing a proxy in a form similar to the accompanying form of proxy. 


Revocability of Proxy 


A Shareholder giving a proxy has power to revoke it at any time before it has been exercised, 
provided notice in writing of such revocation shall have been received by the Company at its office, 
20 King Street West, Toronto, Ontario M5H 1C4, at least forty-eight hours before the commence- 
ment of the Meeting or adjourned Meeting at which the Instrument of Proxy is to be used. 


Dated as of the 22nd day of August, 1979. 


By Order of the Board, 


Norbert M. Peters 
Vice-President and Secretary 


RESOLUTIONS 


RESOLUTION NO. 1 — To be proposed as a special resolution ‘Merger and Amalgamation Agree- 
ment”. 


BE IT RESOLVED THAT the execution and delivery by the Company of the Merger and Amal- 
gamation Agreement made as of June 13, 1979 among Conuco Limited, Caballero Exploration Ltd., 
Canada 91639 Limited, Exalta Petroleums Ltd. and the Company and the performance by the Com- 
pany of its obligations therein provided for be and the same are hereby approved and authorized. 


RESOLUTION NO. 2 — To be proposed as a special resolution “Increase in Authorized Capital”. 


BE IT RESOLVED THAT: 


A. The authorized share capital of the Company be increased by the creation of ten million 
(10,000,000) preferred shares with a par value of $5.50 each, issuable by the directors of the 


Company in series (the “Preferred Shares”) having the terms and conditions set forth 
below. 


B. The Preferred Shares shall as a class have attached thereto the following terms and condi- 
tions (collectively the “Preferred Shares Class Provisions’”’): 


Interpretation 


(a) The following words and phrases wherever used in these Preferred Share Class 
Provisions shall have the following meanings, unless there be something in the 
context inconsistent therewith: 


“Act’” means The Companies Act, Revised Statutes of Newfoundland 1970, 
Chapter 54, as the same may be from time to time amended, re-enacted or 
replaced. 


“Common Shares” means the common shares without nominal or par value of 
the Company. 


“‘directors’’ means the board of directors of the Company for the time being 
and reference without more to action by the directors shall mean action by the 
directors as a board or by any authorized committee thereof. 


“Junior Shares’’ means the Common Shares and any other class of shares of 
the Company which ranks after or is subordinated to the Preferred Shares as 
to payment of dividends and/or as to return of capital. 


(b) Words importing the singular number only shall include the plural and vice versa 
and words importing the masculine gender shall include the feminine gender and 
vice versa and words importing persons shall include firms, associations and cor- 
porations and vice versa. 


Issue in Series 


2: 


The Preferred Shares may at any time and from time to time be issued in one or more 
series, each series to consist of such number of shares as may, before issuance there- 
of, be determined by the directors. 


Directors’ Determination of Terms and Conditions Attaching to the Preferred Shares 


3; 


The directors may from time to time by resolution fix before issuance the designation, 
rights, privileges, preferences, restrictions and conditions to attach to the Preferred 
Shares of each series including, without limiting or restricting the generality of the 
foregoing, preferential dividends (if any), the rate, amount or method of calculation of 
such dividends, whether cumulative, non-cumulative or partially cumulative, the cur- 
rency or currencies of payment and the date or dates and places of payment thereof; 
the restrictions, if any, respecting payment of dividends on any Junior Shares; the 
rights of the Company, if any, to redeem any Preferred Shares of such series, the con- 
sideration for and terms and conditions of any such redemption and the restrictions, if 
any, upon the reissue of any Preferred Shares of such series so redeemed; the terms 
and conditions of any redemption fund or sinking fund or similar fund providing for 
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the redemption of Preferred Shares of such series; the rights of retraction, if any, vest- 
ed in the holders of Preferred Shares of such series and the prices and other terms and 
conditions of any rights of retraction; voting rights (if any); conversion or exchange 
rights (if any) into other shares or securities of the Company and the terms and condi- 
tions of any other provisions attaching to the Preferred Shares of such series. 


Rateable Participation in Respect of Cumulative Dividends and Return of Capital 


4. 


When any fixed cumulative dividends or amounts payable ona return of capital are not 
paid in full, the cumulative Preferred Shares of all series shall participate rateably with 
all shares if any, ranking on a parity with the Preferred Shares with respect to payment 
of dividends, in respect of such dividends (but only to the extent of and in those cases 
where a series of Preferred Shares bears cumulative preferential dividends) including 
accumulated dividends, if any, in accordance with the sums which would be payable 
on the cumulative Preferred Shares and such other shares if all such dividends were 
declared and to be paid in full, and Preferred Shares shall participate equally and rate- 
ably with all shares, if any, ranking on a parity with the Preferred Shares with respect 
to return of capital in respect of any return of capital in accordance with the sums 
which would be payable on the Preferred Shares and such other shares on such return 
of capital if all sums so payable were paid in full in accordance with their terms. 


Preferences 


5. 


© 


The Preferred Shares shall, with respect to the payment of accumulated dividends, be 
entitled to preference over Junior Shares ranking junior to the Preferred Shares as to 
payment of dividends, and, with respect to the distribution of assets in the event of the 
liquidation, dissolution or winding up of the Company or other distribution of assets of 
the Company among shareholders for the purpose of winding up its affairs, whether 
voluntary or involuntary, be entitled to preference over the Junior Shares ranking 
junior to the Preferred Shares as to return of capital. Subject as aforesaid and to clause 
6 of these Preferred Shares Class Provisions, the Preferred Shares may also be given 
such other preferences over the Junior Shares as may be determined in the case of 
each series of Preferred Shares authorized to be issued. 


Parity 


6. 


The Preferred Shares of each series shall rank on a parity with the Preferred Shares of 
every other series with respect to the payment of dividends (but only to the extent of 
and in those cases where a series of Preferred Shares bears dividends) and in the dis- 
tribution of assets of the Company among shareholders for the purpose of winding-up 
its affairs, whether voluntary or involuntary; provided, however, that in case such 
assets are insufficient to pay in full the amount due on all the Preferred Shares then 
outstanding, then such assets shall be applied firstly, to the payment equally and rate- 
ably of an amount equal to the capital paid up on the Preferred Shares of each series 
and the premium thereon, if any, secondly, pro rata to the payment of accrued and 
unpaid cumulative dividends (if any) and thirdly, pro-rata, to the payment of declared 
and unpaid non-cumulative dividends (if any), as the case may be, in accordance with 
the provisions of clause 5 of these Preferred Shares Class Provisions mutatis mutandis. 


Creation and Issue of Additional Preferred Shares 


ve 


Nothing herein contained shall require or be deemed to require any sanction from the 
holders of the Preferred Shares or any of them for the creation of additional preferred 
shares (other than preferred shares which by their terms rank prior to the Preferred 
Shares in any respect), provided: 


(a) that the conditions, if any, set forth in any resolution of the directors with respect 
to any series of the Preferred Shares shall have been complied with; and 
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(b) that the Company may not, without the sanction of the holders of the Preferred 
Shares given as hereinafter specified, cause any such additional preferred shares 
to rank prior to the Preferred Shares in any respect or, unless such additional pre- 
ferred shares shall be Preferred Shares, to rank on a parity with the Preferred 
Shares in all respects, 


and it is a term of the issue of any of the Preferred Shares that the holders thereof 
consent to the creation of any such additional preferred shares. 


No Pre-Emptive Right 


8. 


The holders of the Preferred Shares shall not as such be entitled as of right to sub- 
scribe for or purchase or receive any part of any issue of shares or other securities of 
the Company now or hereafter authorized otherwise than in accordance with the con- 
version, exchange or other rights if any, which may from time to time attach to any 
series of the Preferred Shares. 


Redemption 


o. 


Subject to the provisions of the Act and to the provisions relating to the Preferred 
Shares of any series, the Company may, upon giving notice as hereinafter provided, 
redeem at any time the whole or from time to time any part of the then outstanding 
Preferred Shares of any series on payment for each share to be redeemed of the par 
value thereof together with (i) such premium (if any) determined for that purpose in 
respect of such series plus, (ii) in the case of cumulative Preferred Shares, an amount 
equal to all unpaid cumulative dividends (which for such purpose, shall be calculated 
as if such dividends were accruing from day to day for the period from the expiration 
of the last period for which dividends have been paid up to and including the date of 
such redemption), and (iii) in the case of non-cumulative Preferred Shares, all declared 
and unpaid non-cumulative dividends. In case the Company desires to redeem part 
only of the Preferred Shares of any series, the shares of such series to be redeemed 
shall be selected by lot in such manner as the directors may determine or, if the 
directors so determine, may be redeemed pro rata disregarding fractions. 


Procedure on Redemption 


10. 


In any case of redemption of Preferred Shares of any series under the provisions of 
clause 9 of these Preferred Shares Class Provisions, the Company shall, at least thirty 
(30) days before the date specified for redemption, mail to each person who at the date 
of mailing is a registered holder of Preferred Shares of such series to be redeemed a 
notice in writing of the intention of the Company to redeem such last-mentioned 
shares. Such notice shall be mailed in an envelope, postage prepaid, addressed to each 
such shareholder at his address as it appears on the books of the Company or in the 
event of the address of any such shareholder not so appearing then to the last known 
address of such shareholder; provided, however, that accidental failure or omission to 
give any such notice to one (1) or more of such holders shall not affect the validity of 
such redemption. Such notice shall set out the redemption price and the date on which 
redemption is to take place and if part only of the Preferred Shares of such series held 
by the person to whom it is addressed is to be redeemed the number thereof so to be 
redeemed. On or after the date so specified for redemption the Company shall pay or 
cause to be paid to or to the order of the registered holders of the Preferred Shares of 
such series to be redeemed the redemption price thereof on presentation and surren- 
der, at the registered office of the Company or any other place within Canada desig- 
nated in such notice, of the certificates representing the Preferred Shares of such series 
so called for redemption. Such payment shall be made by cheques payable at par at 
any branch of the Company’s bankers for the time being in Canada. If a part only of 
the Preferred Shares of such series represented by any certificate shall be redeemed, a 
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new certificate for the balance shall be issued at the expense of the Company. From 
and after the date specified for redemption in any such notice the Preferred Shares of 
such series called for redemption shall cease to be entitled to dividends and the hold- 
ers thereof shall not be entitled to exercise any of the rights of shareholders in 
respect thereof unless payment of the redemption price shall not be made upon pre- 
sentation of certificates in accordance with the foregoing provisions, in which case the 
rights of the holders shall remain unaffected. The Company may include in any such 
notice a statement that the moneys required for the payment of the redemption price 
have been deposited or will be deposited on or before the opening of business on the 
date specified for redemption or a specified date prior to such date with a specified 
chartered bank or a specified trust company in Canada in trust for the respective hold- 
ers of such shares to be paid to them respectively upon surrender to such bank or 
trust company of the certificate or certificates representing same, or that the Company 
has set aside such moneys or will be setting aside such moneys on or before the 
opening of business on the date specified for redemption or a specified date prior to 
such date in trust for the respective holders of such shares to be paid to them respec- 
tively upon surrender to the Company of the certificate or certificates representing the 
same and upon (i) the giving of such notice, and (ii) such deposit being made or such 
moneys being set aside, whichever is the later, such shares shall be deemed to be 
redeemed and all rights of the holders of such shares as against the Company shall be 
limited to receiving the amount so deposited or set aside without interest and such 
holders shall cease to be entitled to dividends or any other participation in the assets 
of the Company and shall not be entitled to exercise any other rights as holders of the 
Preferred Shares so redeemed. 


Amendments 


11. The provisions of clauses 1 to 12, inclusive hereof, or any of them, may be repealed, 
altered, modified, amended or amplified only with the sanction of the holders of the 
Preferred Shares given as hereinafter specified in addition to any other approval 
required by the Act. 


Sanction by Holders of Preferred Shares 


12. The sanction of holders of the Preferred Shares or of any series of the Preferred Shares 
as to any and all matters referred to herein or as to any change adversely affecting the 
rights or privileges of the Preferred Shares or of such series may, subject to the provi- 
sions (if any) applicable to such series, be given by resolution passed at a meeting of 
such holders duly called for such purpose and held upon at least twenty-one (21) days’ 
notice at which the holders of at least a majority of the outstanding Preferred Shares or 
Preferred Shares of such series, as the case may be, are present or represented by 
proxy and carried by the affirmative vote of the holders of not less than sixty-six and 
two-thirds per cent (662/3%) of the Preferred Shares or Preferred Shares of such 
series, as the case may be, represented and voted at such meeting cast on a poll. If at 
any such meeting the holders of a majority of the outstanding Preferred Shares or 
Preferred Shares of such series, as the case may be, are not present or represented by 
proxy within half an hour after the time appointed for the meeting then the meeting 
shall be adjourned to such date being not less than fourteen (14) days later and to such 
time and place as may be appointed by the chairman and at least ten (10) days’ notice 
shall be given of such adjourned meeting but it shall not be necessary in such notice to 
specify the purpose for which the meeting was originally called. At such adjourned 
meeting the holders of Preferred Shares or Preferred Shares of such series, as the case 
may be, present or represented by proxy shall constitute a quorum and may transact 
the business for which the meeting was originally convened and a resolution passed 
thereat by the affirmative vote of the holders of not less than sixty-six and two-thirds 
per cent (662/3%) of the Preferred Shares or Preferred Shares of such series, as the 
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case may be, represented and voted at such adjourned meeting cast on a poll shall 
constitute the sanction of the holders of Preferred Shares or Preferred Shares of such 
series referred to in this clause 12. The formalities to be observed with respect to the 
giving of notice of any such meeting or adjourned meeting and the conduct thereof 
shall be those which may from time to time be prescribed in the Memorandum or Arti- 
cles of Association of the Company with respect to meetings of shareholders. On every 
poll taken at every such meeting or adjourned meeting every holder of Preferred 
Shares shall be entitled to one (1) vote in respect of each Preferred Share held. 


As a result of the creation of the Preferred Shares referred to in paragraph A, the 
authorized capital of the Company shall consist of thirty-five million (35,000,000) common 
shares without nominal or par value and ten million (10,000,000) Preferred Shares and 
the Memorandum of Association of the Company be modified and altered accordingly. 


The directors and proper officers of the Company be and they are respectively authorized 
to execute such documents and to take such other action as they consider necessary or 
desirable to implement this resolution. 
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( MEMORANDUM OF AGREEMENT made as of the 20th day of 
- August, 1980. 


BETWEE  N: 


TINTO HOLDINGS CANADA LIMITED, 


) if [nt a corporation incorporated under 
[lw p+ ‘ 074 the laws of the Province of Ontario, 
GE pdt» (EE! INTEROCEAN SHIPPING COMPANY, 
eae Ad a corporation incorporated under 
ern), | the laws of Liberia, 
/¢ yw Gs MARUBENI CORPORATION, 
ia a corporation incorporated under 
hil LY the laws of Japan, and 
Saad THE FUJI BANK, LIMITED, 
a bank constituted under the laws of Japan, 
(hereinafter respectively called "Tinto", 
*Interocean", “*Marubeni® and "Fuji® and 
sometimes collectively called the 
“Vendors” or individually a “Vendor"), 
\ OF THE FIRST PART, 


\ a - and - 
NS 


; OLYMPIA & YORK DEVELOPMENTS LIMITED, 
a corporation incorporated under the 

y) ’ laws of the Province of Ontario, 

(hereinafter called the “Purchaser"), 


OF THE SECOND PART. 


WHEREAS the Vendors beneficially own the following 
Number of Common Shares of Brinco, respectively: 


Tinto 9,693,165 
Interocean 2,422,766 
Marubeni 1,000,000 
Fuji 200,000 


13,315,931 


NOW THEREFORE THIS AGREEMENT WITNESSETH that in 
consideration of the covenants, agreements, warranties and 
payments herein set out and provided for, the parties hereto 
hereby respectively covenant and agree as follows: 


1. Defined Terms. 
Where used herein or in any amendments hereto, the 


following terms shall have the following meanings 
( respectively: 
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261 *Brinco” means Brinco Limited, a corporation 
incorporated under the laws of the Province of Newfoundland; 


1.2 "Common Shares® means the common shares without 
nominal or par value in the capital of Brinco; 


1.3 "Closing Date” means the date on which the 
transaction contemplated by the Subscription Agreement shall 
Close, provided however that such date shall not in any 
event be later than December 31, 1980; 


1.4 “Deferred Payment Date" means the 5th business day 
following the earlier of (1) the 5th anniversary of the 
Closing Date and (ii) the lst day subsequent to the 3rd 
anniversary of the Closing Date on which the Trading Price 
is $13 or more, provided that such day shall not be earlier 
than 90 days subsequent to the 3rd anniversary of the 
Closing Date; 


1.5 "Formula Price™ means the reSult obtained when, in 
the case of Tinto, 3,471,831 is multiplied by, or, in the 
case of Marubeni, 358,169 is multiplied by: 


(a) in respect of any payment to be made to such a 
' Vendor prior to the 3rd anniversary of the Closing 
Date pursuant to an Offer, the dollar amount 
obtained when $10 is divided by the Average 
Factor, provided that such dollar amount shall not 
be less than $7.50; and 


(b) in respect of any payment to be made to such a 
Vendor on or subsequent to the 3rd anniversary of 
the Closing Date pursuant to an Offer, the sum of 
$10; 


For the purposes of the definition of "Formula Price": 


"Factor" means the quotient obtained when a Final 
Amount is divided by 10,000,000; 


"Final Amount" means: 
(a) $10,000,000, plus 


(b) (i) all interest payable on a deposit of. 
$10,000,000 for a fixed term equal to 
the Period which a Bank quotes that it 
would pay to an investor as a single 
payment on the last day of such fixed 
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term if such a deposit were made with 
that Bank, provided at least three Banks 
are prepared to quote an interest 
payment on the foregoing basis; or 


(by (17) if there are not at least three Banks 
which are prepared to quote interest 
payable on the basis described in clause 
(b) (i), the aggregate of all interest 
payments (based on semi-annual payments) 
which a Bank quotes that it would pay on 
a deposit of $10,000,000 for a fixed 
term equal to the Period based on such 
Bank's Deposit Rate plus all interest 
that would accrue on such interest 
payments if such interest payments were 
deposited with the Bank at the Deposit 
Rate from and including the date of each 
such interest payment to but excluding 
the last day of such fixed term; 


The cost, if any, of obtaining a quotation from a 
Bank of the interest payable for the purposes of 
the calculation of a Final Amount shall be borne 
equally by the Purchaser and the Vendor requesting 
such quotation; 


"Average Factor” means the average of the 3 
Factors resulting from the calculation of the 3 
Final Amounts which in turn result from quotations 
of interest payable for the purposes of such 
calculation from 3 Banks selected by the Vendor; 


*“Bank" means any of the Bank of Montreal, The 
Royal Bank of Canada, The Toronto-Dominion Bank, 
The Bank of Nova Scotia and the Canadian Imperial 
Bank of Commerce, which is requested by a Vendor 
to provide a quotation of the interest payable for 
the purposes of calculating a Final Amount; 


"offer" means an offer to satisy in full the 
balance of the Purchase Price referred to in 
clauses (a) (ii) and (c) (ii) of paragraph 3.1 made 
by the Purchaser pursuant to paragraph 3.3 hereof; 


"Period" means the period from and including the 
day on which payment is made pursuant to an Offer 
to and including the day which is 90 days after 

the 3rd anniversary of the Closing Date, provided 
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that in determining interest for the purposes of 
the calculation of a Final Amount the last day of 
any fixed term equal to the Period shall be 
ignored; and 


"Deposit Rate” means the rate of interest 
(expressed on a per annum basis) payable semi- 
annually quoted by a Bank for a deposit of 
$10,000,000 for a fixed term equal to the Period; 


1.6 "Series C Preferred Shares" means the 8% 
Cumulative convertible preferred shares series C with a par 
value of $5.50 each of Brinco; 


1.7 "Shareholders Agreement" means the agreement 
dated of even date herewith entered into between the 
Purchaser and Tinto which contains provisions governing the 
relationship of the Purchaser, Tinto and others as 
shareholders of Brinco which are to become effective upon 
the closing of the transactions contemplated by this 
agreement and by the Subscription Agreement; 


1.8 "Subscription Agreement" means the agreement made 
as of even date herewith between the Purchaser and Brinco 


providing for the subscription and purchase by the Purchaser 
from Brinco and the issue and sale by Brinco of 7,272,728 8% 
cumulative convertible preferred shares series C with a par 
value of $5.50 each in the capital of Brinco, as the same 
may be amended; — 


1.9 "Time of Closin "= means 10:00 a.m. (Toronto time) 
on the Closing Date; 


1.10 "Trading Price" as of any date means the weighted 
average of all board lot trading prices per share of the 


Common Shares on The Toronto Stock Exchange (or, if the 
Common Shares are not listed on The Toronto Stock Exchange, 
on such stock exchange on which the Common Shares are listed 
as may be selected for such purpose by the directors of 
Brinco) during all trading days occurring during the period 
of 90 days immediately prior to the 4th day preceding such 
date; provided that if the number of Common Shares traded 
during the said 90 day period is less than 100,000, such 
period of time shall be extended backward before the 
commencement of such 90 day period by such an additional 
number of trading days as may be required to permit not less 
than 100,000 Common Shares to have been traded during the 
trading days occurring during the initial 90 day period as 
so extended and the Trading Price shall be calculated as 
aforesaid for the increased number of trading days; and 
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further provided that in the event that the Common Shares 
are not listed on any stock exchange, the Trading Price of 
the Common Shares shall be determined by the directors of 
Brinco as aforesaid based on trading in the over-the-counter 
market; 


1.11 The terms “Purchased Shares", “such Vendor's 
Purchased Shares" and “Purchase Price" shall have the 
respective meanings attributed in paragraphs 2.1 and 3.1; 
and 


1.12 All dollar amounts referred to in this agreement 
are in Canadian funds. 


2. Purchase of Purchased Shares. 


2.1 Subject to the terms and conditions hereof, each 
of the Vendors severally covenants and agrees to sell, 
assign and transfer to the Purchaser and the Purchaser 
Covenants and agrees to purchase from each Vendor all (but 
not less than all) of the Common Shares set out below 
Opposite the name of such Vendor for a purchase price 
Getermined and payable in accordance with the provisions of 
Article 3 hereof: 

Z, 


pa 
Name of Vendor No. of Common Shares 
Tinto | 4,267,029 
Interocean — 2,422,766 
Marubeni 440,205 
Fuji 200 ,000 


7,330,000 


The 7,330,000 Common Shares to be sold by the Vendors and 
purchased by the Purchaser hereunder are hereinafter 
sometimes collectively referred to as the “Purchased Shares" 
and the Common Shares to be sold by a Vendor hereunder as 
aforesaid are hereinafter sometimes referred to as "such 
Vendor's Purchased Shares". 


2.2 In the event that the obligations of the Purchaser 
to subscribe for and purchase the 7,272,728 Preferred Shares 
Series C under the Subscription Agreement are terminated, 
discharged or expire and are of no further force or effect, 


the respective obligations of the Vendors and the Purchaser ~~~ 


hereunder shall also be terminated and discharged and of no 
further force or effect without any liability or obligation 
between or among the parties hereto. 
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2.3 - Notwithstanding anything herein contained, Olympia 
& York Developments Limited shall be entitled to transfer 
and assign its right, title and interest in and to this 
agreement and its rights to purchase the Purchased Shares 
hereunder to its wholly owned subsidiary, Olympia & York 
Investments Limited, and upon such transfer and assignment, 
the term "Purchaser” herein shall include Olympia & York 
Investments Limited, provided that any such transfer and 
assignment shall not relieve Olympia & York Developments 
Limited from or otherwise affect its obligations set out 
herein in accordance with their terms. 


3. Purchase Price and Security Therefor. 


3.1 Subject to paragraph 3.3 hereof, the aggregate 
purchase price (the “Purchase Price") for the Purchased 
Shares shall be the sum of the amounts set forth in the 
following subparagraphs of this paragraph 3.1: 


(a) the consideration payable by the Purchaser for the 
4,267,029 Common Shares to be sold by Tinto shall 
be the sum of 


(i) $5,963,985; and 


(ii) the dollar amount resulting when 3,471,831 is 
multiplied by the lesser of (A) $10 and (B) 
the Trading Price as of the 5th business day 
prior to the Deferred Payment Date; 


(b) the consideration payable by the Purchaser for the 
2,422,766 Common Shares to be sold by Interocean 
shall be $18,170,745; 


(c) the consideration payable by the Purchaser for the 
440,205 Common Shares to be sold by Marubeni shall 
be the sum of 


(i) $615,270, and 


(ii) the dollar amount resulting when 358,169 is 
multiplied by the lesser of (A) $10 and (B) 
the Trading Price as of the 5th business day 
prior to the Deferred Payment Date; and 


(d) the consideration payable by the Purchaser for the 
200,000 Common Shares to be sold by Fuji shall be 
$l, 500, 000. 
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3.2 Those portions of the Purchase Price referred to 
in clauses (a) (i) and (c)(i) and in subparagraphs (b) and 
(d) of paragraph 3.1 shall be payable at the Time of 
Closing, and, subject to paragraph 3.3 hereof, the balance 
of the Purchase Price referred to in clauses (a) (ii) and 

(c) (ii) of paragraph 3.1 shall be payable on the Deferred 
Payment Date. All payments on account of the Purchase Price 
Shall be payable by certified cheque or banker's draft 
payable at par in Toronto to or to the order of the Vendor 
entitled thereto. 


3.3 The Purchaser shall have the right at any time to 
offer to pay the Formula Price to each of Tinto and Marubeni 
in satisfaction of the full balance of the Purchase Price 
owed to such Vendor referred to in clause (a) (ii) or clause 
(c) (ii) of paragraph 3.1, as the case may be. Any such 
offer shall be accepted or rejected by such Vendor within 10 
business days following the making of such offer, failing 
which such Vendor shall be deemed to have rejected such 
offer. If such offer is accepted by such Vendor, payment of 
the Formula Price shall be made on the 5th business day 
following such acceptance and the obligation of the 
Purchaser to pay such full balance of the Purchase Price to 
such Vendor shall be fully satisfied upon payment by the 
Purchaser to such Vendor of the Formula Price for that 
Vendor. 


3.4 As security for the payment of the balance of the 
Purchase Price payable to Tinto and Marubeni on the Deferred 
Payment Date, the Purchaser shall obtain and deliver at the 
Time of Closing a letter of credit in favour of Tinto (the 
"Tinto Letter of Credit") substantially in the form and on 
the terms of the draft letter of credit annexed hereto as 
Schedule "A" and a letter of credit in favour of Marubeni 
(the “Marubeni Letter of Credit") substantially in the form 
and on the terms of the draft letter of credit annexed 
hereto as Schedule °B", each of which’ shall be issued by a 
Canadian chartered bank acceptable to the Purchaser and the 
Vendor receiving such letter of credit. All costs and 
expenses payable to the said Canadian chartered bank in 
connection with the issuance of the Tinto Letter of Credit 
and of any renewal or replacement thereof shall be borne 
equally between the Purchaser and Tinto. All costs and 
expenses payable to the said Canadian chartered bank in 
connection with the issuance of the Marubeni Letter of 
Credit and of any renewal or replacement thereof shall be 
borne equally between the Purchaser and Marubeni. Upon the 
payment by the Purchaser to Tinto or Marubeni of the balance 
of the Purchase Price payable on the Deferred Payment Date 
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or upon the payment by the Purchaser to Tinto or Marubeni of 
the Formula Price, whichever shall first occur, Tinto or 
Marubeni shall re-deliver to the Purchaser the Tinto Letter 
of Credit or the Marubeni Letter of Credit, as the case may 
be, for cancellation. 


4. Covenants, Representations and Warranties of the 
Vendors. 


Each of the Vendors severally covenants, 
represents and warrants in respect of itself and such 
Vendor's Purchased Shares as follows and acknowledges that 
the Purchaser is relying upon such covenants, 
representations and warranties in connection with the 
purchase by the Purchaser of such Vendor's Purchased 
Shares: 


4.1 All of such Vendor's Purchased Shares are owned by 
such Vendor as the sole beneficial owner of record, with a 
good and marketable title thereto, free and clear of any and 
all mortgages, liens, charges, restrictions, security 
interests, adverse claims, pledges, encumbrances and demands 
whatsoever, and are issued and outstanding as fully paid and 
non-assessable; 

; VA 
4.2 No person, firm or corporation has any agreement 
or option, or any right or privilege (whether by law, 
pre-emptive or contractual) capable of becoming an agreement 
or option, for the purchase, acquisition or transfer from 
such Vendor of any of such Vendor's Purchased Shares or any 
interest therein or right thereto, except the Purchaser 
pursuant hereto; 


4.3 Such Vendor does not act as trustee, executor, 
administrator or other legal representative on behalf of any 
other person, firm or corporation in respect of such _ 
Vendor's Purchased Shares and such Vendor did not acquire 
such Vendor's Purchased Shares within the 2 years preceding 
the date hereof with the intent that they be sold 

hereunder; ; 


4.4 Such Vendor is a validly subsisting corporation 
under the laws of the jurisdiction of its incorporation and 
has all necessary corporate power and authority to execute 
and deliver this agreement and to sell such Vendor's 
Purchased Shares to the Purchaser hereof pursuant to the 
provisions of this agreement; 


4.5 The execution and delivery of this agreement has 
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been duly authorized by any necessary corporate action on 
behalf of such Vendor and the entering into of this 
agreement and the consummation of the transactions 
contemplated hereby will not result in a material breach or 
violation of and are not in material conflict with any of 
the terms or provisions of the constating or charter 
documents or by-laws of such Vendor, of any mortgage, note, 
indenture or other agreement, written or oral, to which such 
Vendor may be a party or by which it or any of its 
properties may be bound, or any material statute, 
regulation, by-law, ordinance or other law (domestic or 
foreign) or any judgment, decree, ruling or order to which 
such Vendor or its property may be subject and such Vendor 
does not require any governmental, regulatory or other 
approvals (domestic or foreign) with respect to the 
consummation of the transactions herein contemplated that 
have not previously been obtained or that are not referred 
to in Article 8 of this agreement; 


4.6 This agreement has been duly executed and 
delivered by or on behalf of such Vendor; 

4.7 Tinto shall apply for and use its best efforts to 
obtain as soon as practicable the approval of the Treasury 
Board of the United Kingdom referred to in paragraph 8.5 
hereof; 


4.8 Neither Tinto nor Marubeni beneficially owns, 
directly or indirectly, any shares of Brinco, or securities 
Convertible into shares of Brinco, in excess of those set 
out opposite their respective names in the first recital to 
this agreement and neither of them will acquire any 
additional shares of Brinco, or securities convertible into 
shares of Brinco, from and including the date hereof up to 
and including the Closing Date; 


4.9 Each of the Vendors agrees to file a Form 19 
Report under the Regulations to The Securities Act, 1978 
(Ontario) within 10 days following the Closing Date in 
respect of the sale by it to the Purchaser of such Vendor's 
Purchased Shares; and 


4.10 Each of Marubeni and Fuji shall apply for and use 
its best efforts to obtain as soon as possible the approval 
of the Ministry of Finance of the Government of Japan 
referred to in paragraph 8.6 hereof with respect to such 
Vendor's Purchased Shares. 
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5; Covenants, Representations and Warranties 
of the Purchaser. 


The Purchaser covenants, represents and warrants 
to each of the Vendors as follows and acknowledges that each 
Vendor is relying upon such covenants, representations and 
warranties in connection with the sale by such Vendor of 
such Vendor's Purchased Shares: 


5.1 Each of the Purchaser and Olympia & York 
Investments Limited is a validly subsisting corporation 
under the laws of the Province of Ontario and has all 
necessary corporate power and authority to execute and 
Geliver this agreement and to purchase the Purchased Shares 
from the Vendors pursuant to the provisions hereof; 


5.2 The execution and delivery of this agreement has 
been duly authorized by all necessary corporate action on 
behalf of the Purchaser and the entering into of this 
agreement and the consummation of the transactions 
contemplated hereby will not result in a material breach or 
violation of and are not in material conflict with any of 
the terms or provisons of the constating or charter 
documents or by-laws of the Purchaser, or of any mortgage, 
note, indenture, or other agreement, written or oral, to 
which the Purchaser may be a party or by which it or any of 
its properties may be bound or any material statute, 
regulation, by-law, ordinance or other law (domestic or 
foreign) or any judgment, decree, ruling or order to which 
the Purchaser or its properties may be subject and the 
Purchaser does not require any government, regulatory or 
other approval (domestic or foreign) with respect to the 
transaction herein contemplated; 


5.3 This agreement has been duly executed and 
delivered by and on behalf of the Purchaser; 


5.4 Olympia & York Investments Limited is a 
wholly-owned subsidiary of the Purchaser; 


5.5 The Purchaser shall apply for and use its best 
efforts to obtain as soon as practicable the order of the 
Ontario Securities Commission referred to in paragraph 9.4; 


5.6 The Purchaser agrees to execute and deliver to 
each Vendor at the Time of Closing Schedule 2 to Form 19 
under the Regulations to The Securities Act, 1978 (Ontario) 
in respect of the purchase and sale of such Vendor's 


Purchased Shares; and 
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5.7 The Purchaser covenants to use its best efforts to 
cause the directors of Brinco to make the determinations 
contemplated by the term "Trading Price® at such times as 
shall be necessary for the purposes of paragraph 3.3 and the 
term “Deferred Payment Date". 


6. Survival of Representations and Warranties. 


6.1 The respective representations and warranties of 
the Vendors and the Purchaser contained in this agreement 
and contained in any document or certificate given pursuant 
hereto shall survive the closing of the purchase and sale of 
the Purchased Shares herein provided for and, 
notwithstanding such closing, nor any investigation made by 
or on behalf of any party hereto, shall continue in full 
force and effect for the benefit of the party to whom the 
representations and warranties are made for a period of 12 
months following the Closing Date. 


1% Conditions of Closing in Favour of Purchaser. 


The sale and purchase of the Purchased Shares is 
Subject to the following terms and conditions for the 
exclusive benefit of the Purchaser to be fulfilled and/or 
performed at or prior to the’Time of Closing: 


apt The respective representations and warranties of 
each of the Vendors contained in Article 4 hereof shall be 
true and correct.as of the date hereof; 


722 - The respective representations and warranties of 
each of the Vendors contained in this agreement or in any 
certificate or other document delivered to the Purchaser 
pursuant hereto shall be true and correct on and as of the 
Closing Date with the same force and effect as though such 
representations and warranties had been made on and as of 
such date, and the Purchaser shall have received at the Time 
of Closing a certificate dated the Closing Date, in form 
satisfactory to counsel for the Purchaser, signed under seal 
by each Vendor to the effect that such representations and 
‘warranties referred to above are true and correct on and as 
of the Closing Date with the same force-and effect as though 
made on and as of such date; 


7.3 Each of the Vendors shall have complied with Het) 
covenants and agreements herein agreed to be performed or 
caused to be performed by it; 


7.4 No action or proceeding in Canada, the United 
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Kingdom or in the respective jurisdictions of incorporation 
of the Vendors or the Purchaser, at law or in equity, shall 
be pending or threatened by any person, company, firm, 
governmental authority, securities commission, regulatory 
body or agency to enjoin or prohibit the purchase and sale 
of the Purchased Shares contemplated hereby or the right of 
the Purchaser to purchase or own the Purchased Shares or to 
Suspend or cease or stop trading in shares of Brinco; 


In case any of the foregoing conditions shall not 
be fulfilled and/or performed at or before the Closing Date, 
the Purchaser may rescind this agreement by notice to the 
Vendors and in such event the Purchaser shall be released 
frcolm all obligations hereunder and unless the Purchaser can 
show that the condition or conditions for the 
non-performance of which the Purchaser has rescinded such 
“ agreement are reasonably capable of being performed or 
caused to be performed by the Vendors, then the Vendors 
Shall also be released from all obligations hereunder; 
provided that any of the sa¥& conditions may be waived in 
whole or in part by the Purchaser without prejudice to its 
rights of rescission in the event of the non-fulfilment of 
any other condition or conditions, any Such waiver to be 
binding on the Purchaser only if the same is in writing. 


8. Conditions of Closing in Favour of the Vendors. 


The sale and purchase of the Purchased Shares is 
subject to the following terms and conditions for the 
exclusive benefit of each Vendor to be fulfilled and/or 
performed at or prior to the Time of Closing: 


8.1 The representations and warranties of the 
Purchaser contained in Article 5 hereof shall be true and 
correct as of the date hereof; 


8.2 The representations and warranties of the 
Purchaser contained in this agreement or any certificate or 
other documents delivered to the Vendors pursuant to hereto 
shall be true and correct on and as of the Closing Date with 
the same force and effect as though such representations and 
warranties have been made on and as of such date and the 
Vendors shall have received at the Time of Closing a 
certificate dated the Closing Date, in form satisfactory to 
counsel for the Vendors, signed under seal by the Purchaser 
to the effect that such representations and warranties 
referred to above are true and correct on and as of the 
Closing Date with the same force and effect as though made 
on and as of such date; 
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8.3 The Purchaser shall have complied with all 
covenants and agreements herein agreed to be performed or 
caused to be performed by it; 


8.4 No action or proceeding in Canada, the United 
Kingdom or in the respective jurisdictions of incorporation 
of the Vendors or the Purchaser, at law or in equity, shall 
be pending or threatened by any person, company, firm, 
governmental authority, securities commission, regulatory 
body or agency to enjoin or prohibit a purchase and sale of 
the Purchased Shares contemplated hereby or the right of 
each Vendor to own and sell such Vendor's Purchased Shares 
Or to suspend or stop trading in shares of Brinco; 


8.5 Tinto shall have received the approval of the 
Treasury Board of the United Kingdom to the sale of such 
Vendor's Purchased Shares to Purchaser pursuant to this 
agreement on terms and conditions satisfactory to it; and 


8.6 Each of Marubeni and Fuji shall have received the 
approval of the Ministry of Finance of the Government of 
Japan to the sale of such Vendor's Purchased Shares to the 
Purchaser pursuant to this agreement on terms and conditions 
satisfactory to each of them respectively; 


In case any of the foregoing conditions shall not 
be fulfilled and or performed at or before the Closing Date, 
a Vendor may rescind this agreement by notice to the 
Purchaser and in such event each Vendor shall be released 
from all obligations hereunder and unless the Vendors can 
show that the conditions or conditions for the 
non-performance of which such Vendor has rescinded the 
agreement are reasonably capable of being performed or 
caused to be performed by the Purchaser, then the Purchaser 
shall also be released from all obligations hereunder; 
provided that any of the said conditions may be waived in 
whole or in part by the Vendors without prejudice to their 
rights of rescission in the event of the non-fulfilment of 
any other condition or conditions, any such waiver to be 
binding on the Vendors only if the same is in writing. 


9. Mutual Conditions of Closing. senge Sel ae 


The obligations of the Vendors to sell the 
Purchased Shares and of the Purchaser to purchase the 
Purchased Shares are subject to and conditional upon prior 
compliance with each of the following conditions precedent, 
it being agreed that such conditions precedent are to be 


. : 
G J TA ee te a 
Tag } 4 ey Hf . ts oy, 7 
1 
’ 
carry 
* : % a * 


2 a 2a 30 sot3o8. om 
jrelbatwl evizoegens eff. Ex 
> wel 20 es rons: uf “wF aAe., arobas . 

HAD 1G YOs YO bemeraands) 26 ih 
att seitiauood «wee sina cate. ay 
: tididew?;,. 1 1£6hne oF ones 
, ra Se 3 ss3ede” 


- ' Mm ¥YGOa ten ote iy o's % one tom 
at | e'i¢hae¥ dows Liew Bee rity ad 
- iM cada ni ongearwd, g ofa i+ ‘baaau a oF 


ee L 


6 edt bevisoor éved ‘tka ‘paak? 7 Re 
id of a LA betin’ eff So S208 ey 
ivog Touaoyves of eo70d8 Gepades er 
oieisse nolsipnes ‘bas: eared: 07 | 

-t - : ih: 4) 
7 ece: svat Lis itot Ona LnedursM 36> doad a a 
| n2eV00 od? 6 2208029 Oo YstOleLM. eng. Levi 
2asdowedt a robmeyV dove 30 efea ent’ oF: 
| Mh 399 HO traase7pe. Bi 7° 22, sasuawe yes 

) Ylovisseqaes madd: 4 # ¥203 


a 


f aS 1568 
thBeres : 
ne? 2 
¢ tson 


7. | aes ob is a 4 , 
er? 202 eae 2 70 SAex: 
‘ + rT? «) ‘ 
7? 
i Vege 


"IOR 39g, pased Be | 
pen x if gods , teeasdegice 
ot enoltegtide £, 

ri os y 7 : :' Sead i gehig mia SLR 
thems of eulbotetg Phi ol be schaty 
‘o 2 vourt i Ly i -norn oat Bens @ 
ah o2 tevliaw st tak yoe 
ae tat x fh a2 oe 


a 


i) AY ’ 
"ULe. 1S 2 


yorrnt see 
4 acci 9 palwol! 
an tnebererg a mokad 


ce a 
, SHebos 
we 


7 ; , Pa es ay . oo." 
7 ms » A er ae 
i aie 


—— ris 
f oy 
= 7 


OM & 
7 


- 14 = 


fulfilled and/or performed at or prior to the Time of 
Closing for the mutual benefit of the Vendors and the 
Purchaser and may be waived by them only jointly in whole or 
in part in writing: 


9.1 The Minister responsible for the Foreign 
Investment Review Act (Canada) ("FIRA") shall have issued an 
Opinion pursuant to Subsection 4(1) of FIRA, on terms 
Satisfactory to the Purchaser and to the Vendors, to the 
effect that Brinco is not or will not be, as a result of the 
Consumation of the transactions contemplated by this 
agreement and the Subscription Agreement, a non-eligible 
person (as defined in FIRA); 


9.2 None of the Cassiar Share Vendors, as defined in 
the Subscription Agreement, shall have been discharged, or 
be entitled at law or in equity to be discharged, in whole 
or in part, from their obligations pursuant to the Cassiar 
Purchase Agreement, as defined in the Subscription 
Agreement, and there shall not have occurred any variation 
in or amendment of the Cassiar Purchase Agreement unless 
Same has been consented to by the Vendors and the Purchaser 
in writing and the Cassiar Purchase Agreement shall be at 
the Closing Date in full force and effect and shall not have 
terminated in accordance with its terms or otherwise; 


9.3 All conditions precedent to the completion of the 
transactions contemplated by the Subscription Agreement 
shall have been fulfilled or waived, the completion of such 
transaction shall have occurred contemporaneously with the 
Closing of the purchase and sale of the Purchased Shares 
hereunder and the Purchaser shall have duly acquired and 
become the registered owner of the 7,272,728 Series C 
Preferred Shares to be issued by Brinco to it thereunder; 


9.4 The Ontario Securities Commission shall have” 
issued an order, on terms and conditions satisfactory to the 
Purchaser and to the Vendors, exempting the Purchaser from 
the requirements of ‘Part XIX of The Securities Act, 1978 
(Ontario) to make a follow-up offer under subsection 91(1) 
of The Securities Act, 1978 (Ontario) in respect of Common — 
Shares other than the Purchased Shares. 


9.5 Definitive certificates representing all of the 

Purchased Shares shall be duly delivered by all the Vendors 

to the Purchaser for purchase by the Purchaser hereunder. 

The Purchaser shall be under no obligation to purchase less 

than all of the Purchased Shares and each Vendor shall be 

under no obligation to sell such Vendor's Purchased Shares 
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unless all the Purchased Shares are sold to and purchased by 
the Purchaser hereunder, provided that no party hereto shall 
be entitled to the benefit of this condition if it is in 
Gefault of any agreement or covenant herein contained. 


10. Closing Arrangements. 


10.1 The closing shall take place at the Time of 
Closing on the Closing Date at the executive offices of 
Brinco; 


10.2 At the Time of Closing on the Closing Date, upon 
fulfilment of all the conditions set out in Article 7 which 
have not been waived in writing by the Purchaser, the 
fulfilment of all the conditions set out in Article 8 which 
have not been waived in writing by the Vendors, and upon the 
fulfilment of all the mutual conditions set out in Article 

9 which have not been waived in writing by the Purchaser and 
the Vendors, each Vendor severally agrees to deliver to the 
Purchaser definitive eae at representing such 
Vendor's Purchased Shares duly endorsed in blank for 
transfer or with duly endorsed stock transfer powers of 
attorney annexed thereto, in either case in duly deliverable 
and transferable form for transfer and assignment of the 
shares to the Purchaser and with signatures duly guaranteed 
by a Canadian chartered bank and all exigible security 
transfer taxes paid, and definitive certificate(s) 
representing such Vendor's Purchased Shares registered in 
the name of the Purchaser shall be duly issued by Brinco, 
countersigned by the transfer agent and registrar for the 
Common Shares and registered on the books of Brinco in 
exchange for the certificate(s) so delivered by the Vendors 
to the Purchaser. 


ll. Brokers. 


11.1 Each of the Vendors covenants and agrees with the 
Purchaser and each other Vendor and the Purchaser covenants 
and agrees with each Vendor to indemnify and save harmless 
the other from and-against any claims whatsoever for any 
commission or other remuneration payable or alleged to be 
payable to any broker, agent or other intermediary who has 
acted for the covenanting party in connection with the sale 
Or purchase of the Purchased Shares. 


12. Expenses. 


12.1 Except as otherwise specifically provided in this 

agreement, all legal, accounting and other costs and 

expenses incurred in connection with this agreement and the 
, Sf 
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transactions contemplated hereby shall be paid by the party 
incurring such expenses. 


13. Notices. 


a3e1 Any notice, direction or other instrument required 
or permitted to be given to any of the Vendors hereunder 
shall be in writing and may be given by mailing the same 
postage prepaid or delivering the same in Toronto, Ontario, 
to: 


if to Tinto at: 


Suite 3209, 

Toronto-Dominion Bank Tower, 
Toronto-Dominion Centre, . 
Toronto, Ontario. 


if to Interocean at: 


c/o Bethlehem Steel Export 
Company of Canada Ltd., 
49th Floor, 
Box 70, 
Toronto-Dominion Bank Tower, 
Toronto-Dominion Centre, 
Toronto, Ontario. M5K 1E7 


if to Marubeni at: 


Suite 2700, 
Simpson Tower, 
401 Bay Street, 
Toronto, Ontario. 


if to Fuji at: 


P.O. Box 146, 

Suite 2301, 

Royal Bank Plaza, 
Toronto, Ontario. M5J 233 


Any notice, direction or other instrument required or 
permitted to be given to the Purchaser hereunder shall be in 
writing and may be given by mailing the same postage prepaid 
or delivering the same addressed to the Purchaser at Suite. 
3200, First Canadian Place, King & Bay Streets, Toronto, 
Ontario. 
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Any notice, direction or other instrument 
aforesaid if delivered shall be deemed to have been given or 
made on the date on which it was delivered or if mailed 
Shall be deemed to have been given or made on the fifth 
business day following the date on which it was mailed, 
provided however that if a general strike or lock out of 
postal employees is in effect or known to be impending, 
any notice, direction or other instrument as aforesaid shall 
be given or made by personal delivery only in Toronto, 
Ontario. 


The Purchaser or any Vendor may change its address 
for service from time to time by notice given in accordance 
with the foregoing, provided that such address for service 
by delivery shall remain within Toronto, Ontario. 


14. Time of the Essence. 


14.1 Time shall be of the essence of this agreement. 


15. Execution in Counterparts. 


15.1 This agreement may be executed in one or more 
counterparts, each of which so executed shall constitute an 
original and all of which togéther shall constitute one and 
the same agreement. 


16. Entire Agreement. 


16.1 This agreement, including Schedules "A* and "B" 
hereto, constitutes the entire agreement among the parties 
hereto. There are not any verbal statements, 
representations, warranties, undertakings or agreements 
among the parties hereto with respect to the subject matter 
hereof, other than this agreement. This agreement may not 
be amended or modified in any respect except by written 
instrument signed by the parties hereto. 


17. Proper Law of Contract. 


17.1 This agreement shall be construed and enforced in 
accordance with, and the rights of the parties shall be 
governed by, the laws of the Province of Ontario. 


18. Benefit and Binding Nature of the Agreement. - -~ 


18.1 This agreement shall enure to the benefit of and 
be binding upon the parties hereto and their respective 
successors and assigns cane except as provided in paragraph 
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2.3, shall not be assignable by any of the parties hereto 
without the written consent of the other parties hereto. 


18. Consolidation, Subdivision, etc. 


18.1 References herein to numbers or prices relating to 
Common Shares shall be proportionately adjusted in the event 
of the consolidation, subdivision, reclassification, issue 
of stock dividends (other than stock dividends issued in 
lieu of cash dividends at the option of the shareholder) or 
Similar change in the number of Common Shares whether by way 
of capital reorganization, amalgamation or otherwise. 


IN WITNESS WHEREOF this agreement has been 
executed by the parties hereto. 


TINTO HOLDINGS CANADA LIMITED 


aac 


C.S. 


INTEROCEAN SHIPPING COMPANY 


by 

chs. 
MARUBENI CORPORATION 
by 

C3 Sk 

: THE FUJI BANK, LIMITED 
by 
c.S. 


OLYMPIA & YORK DEVELOPMENTS 
LIMITED 
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SCHEDULE "A" 


LETTERHEAD OF PRIME CANADIAN CHARTERED BANK 
IRREVOCABLE LETTER OF CREDIT 


Tinto Holdings Canada Limited, 
Suite 3209, 

Toronto-Dominion Bank Tower, 
Toronto-Dominion Centre, 
Toronto, Ontario. 


Dear Sirs: 


We understand that Tinto Holdings Canada Limited 
(the "Vendor") has sold 4,267,029 common shares (the 
"“Shares") of Brinco Limited to Olympia & York Investments 
Limited ("O & Y Investments") pursuant to an agreement of 
purchase and sale (the “Sale Agreement") dated as of August 
20, 1980 made between Olympia & York Developments Limited, 
Tinto Holdings Canada Limited, Interocean Shipping Company, 
Marubeni Corporation and The Fuji Bank, Limited. We 
understand that the balance of the purchase price (the 
"Balance Owing") for the Shares is to be determined in 
accordance with a formula but cannot exceed in any event 
$34,718,310 in the aggregate. 


We hereby establish in your favour this 
irrevocable standby credit up to a maximum amount of 
$34,718,310, which is available by your drafts at sight on 
the Bank, (insert address of branch) 
accompanied by: 


(a) a Statutory declaration of the Vice-President and 
General Manager of the Vendor setting forth the 
particulars of the Vendor's calculation of the 
Balance Owing, including the Vendor's calculation 
of the Deferred Payment Date and the Trading Price 
(both as defined in the Sale Agreement); and 


(b) this letter of credit returned for cancellation. 

This letter of credit. shall expire on 
1988 (date to be inserted is 15th business day following the 
fifth anniversary of the Closing Date). 


We hereby agree with the Vendor that any draft 
drawn in accordance with the terms stipulated herein will be 
duly honoured by us at sight upon presentation and delivery 
of the documents specified herein, without inquiry as to the 
validity of the amounts and calculations therein stated and 
entirely without regard to the rights of any party to the 
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Sale Agreement arising under the Sale Agreement or 
otherwise, if presented to us at the address set forth above 
on or before the date of expiry and that any payment 
hereunder shall be made to the Vendor at your address 
indicated above. 


This letter of credit shall be governed by and 
construed in accordance with the laws of the Province of 
Ontario and the federal laws of Canada applicable thereto. 


Yours very truly, 


Bank 


Title 


“A, 


- wai we 


1° Jfome 
aveda aztok Feu 


ivomgeeg yoo Sete Bea yaia 
acote tuocy fa sobnev. _) 


— Pett ttud ei? to owal Be as. 
ndevess etdedl tqqs | paaeasd 30 awed | 


i ae 


~ 


vivid Gtev amor 


an6a 


owe A a pe vc pL ene 


ee ; A 


i) 

i di 
ate i 
a i 


: i 
i 7 
. 4 ee 
7 > & 
" ry \ 
j : pe wat Y 
5 ® 
tie 


) ‘i “en ¥ 7 va eae pa : ‘ ¥ 


SCHEDULE °B" 


LETTERHEAD OF PRIME CANADIAN CHARTERED BANK 
IRREVOCABLE LETTER OF CREDIT 


Marubeni Corporation 
Suite 2700, 

Simpson Tower, 

401 Bay Street, 
Toronto, Ontario. 


Dear Sirs: 


We understand that Marubeni Corporation (the 
*"Vendor") has sold 440,205 common shares (the “Shares") of 
Brinco Limited to Olympia & York Investments Limited ("0 & Y 
Investments") pursuant to an agreement of purchase and sale 
(the “Sale Agreement") dated as of August 20, 1980 made 
between Olympia & York Developments Limited, Tinto Holdings 
Canada Limited, Interocean Shipping Company, Marubeni 
Corporation and The Fuji Bank, Limited. We understand that 
the balance of the purchase price (the “Balance Owing") for 
the Shares is to be determined in accordance with a formula 
but cannot exceed in any event $3,581,690 in the aggregate. 


We hereby establish in your favour this 
irrevocable standby credit up to a maximum amount of 
$3,581,690, which is available by your drafts at sight on 
the Bank, (insert address of branch) 
accompanied by: 


(a) a statutory declaration of the @ of the Vendor 
setting forth the particulars of the Vendor's 
calculation of the Balance Owing, including the 
Vendor's calculation of the Deferred Payment Date 
and the Trading Price (both as defined in the Sale 
Agreement); and 


(b) this letter of credit returned for cancellation. 


This letter of credit shall expire on 
1988 (date to be inserted is 15th business day following the 
fifth anniversary of the Closing Date).. 


We hereby agree with the Vendor that any draft 
drawn in accordance with the terms stipulated herein will be 
duly honoured by us at sight upon presentation and delivery 
of the documents specified herein, without inquiry as to the 
validity of the amounts and calculations therein stated and 
entirely without regard to the rights of any party to the 
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Sale Agreement arising under the Sale Agreement or 
otherwise, if presented to us at the address set forth above 
on or before the date of expiry and that any payment 
hereunder shall be made to the Vendor at your address 
indicated above. 


This letter of credit shall be governed by and 
construed in accordance with the laws of the Province of 
Ontario and the federal laws of Canada applicable thereto. 


Yours very truly, 


Bank 
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